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INTRODUCTION  TO  REPORT 


This  report  was  prepared  in  response  to  section  6136  of  the  Omnibus  Budget 
ReconciUation  Act  of  1989  (Public  Law  101-239).  The  mandate  directed  the 
Secretary  of  Health  and  Human  Services  to  conduct  a  study  of  ambulance  services 
covered  under  Title  XVIII  of  the  Social  Security  Act  (Medicare)  which  "...  shaU 
examine  at  least  the  foUowing: 

(1)     The  effect  of  payment  amounts  on  the  provision  of  ambulance  services  in 
rural  areas. 


(2)     The  relationship  of  such  payment  amounts  to  the  direct  and  indirect  costs 
of  providing  ambulance  services.  Such  relationship  shall  be  examined 
separately- 

(A)  (i)  for  tax-subsidized,  municipally-owned  and  operated  services, 

(ii)  for  volunteer  services, 

(iii)  for  private,  for-profit  services,  and 

(iv)  for  hospital-owned  services,  and 

(B)  for  different  levels  (such  as  basic  life  support  and  advanced  life 
support)  of  such  services. 
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(3) 


How  such  payment  amounts  compare  to  the  payment  amounts  made  for 
ambulance  services  under  Medicaid  plans  under  Title  XIX  of  the  Social 
Security  Act." 


The  mandate  also  directed  that  the  report  include  "...  such  recommendations  for 
changes  in  Medicare  payment  policy  with  respect  to  ambulance  services  as  may  be 
needed  to  ensure  access  by  Medicare  beneficiaries  to  quality  ambulance  services  in 
metropolitan  and  rural  areas." 

BACKGROUND 

Ambulance  services  for  Medicare  beneficiaries  are  covered  under  Part  B--the 
Supplemental  Medical  Insurance  program.  In  1987  (the  year  selected  for  this 
report's  analysis),  Medicare's  allowed  charges  for  ambulance  services  amounted  to 
ahnost  $602  million.  By  1991,  allowed  charges  increased  to  $1.23  billion,  double 
the  amount  of  1987.  Medicare's  allowed  charges  for  ambulance  services  have 
been  rising  at  an  average  annual  rate  of  about  20  oercent  since  1974.  These  rapid 
increases  in  Medicare  expenditures  can  partly  be  attributed  to  dramatic  changes 
occurring  within  the  ambulance  industry.  Since  1974,  Federal  and  local  legislation 
has  led  to  substantial  upgrading  in  the  quality  and  character  of  emergency  medical 
services  (EMS).  Local  mandates  now  specify  emergency  response  times,  minimum 
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equipment,  supplies,  and  vehicle  capabilities,  as  well  as  professional  training 
requirements  for  staff.  Basic  life  support  (BLS)  services,  which  involve  elementary 
life-saving  techniques  (such  as  the  administration  of  oxygen  or  control  of  bleeding) 
are  being  replaced  by  advanced  life  support  (ALS)  services.  The  latter  are 
distinguished  by  more  advanced  life-saving  equipment,  as  well  as  higher  staff  skill 
levels,  such  as  paramedic  training.  As  the  complexity  of  the  ambulance  industry 
has  evolved,  so  has  the  composition  of  the  industry.  Volunteer  squads,  which  at 
one  time  formed  the  mainstay  of  EMS  deUvery,  are  being  supplanted  by  private 
and  government  ambulance  providers  with  paid  staffs.  In  addition,  some 
municipalities  and  volunteer  squads  that  previously  provided  ambulance  services 
free  of  charge  are  now  billing  the  Health  Care  Financing  Administration  (HCFA) 
for  services  provided  to  Medicare  beneficiaries. 

The  Office  of  the  Inspector  General  of  the  Department  of  Health  and  Human 
Services  has  asserted  that  Medicare  pays  unreasonably  high  amounts  for 
ambulance  services.  Until  1985,  Medicare  used  the  usual,  customary,  and 
reasonable  charge  method  to  detenr  ine  payments  for  ambulance  services. 
Because  of  concerns  about  the  inflationary  nature  of  this  payment  method,  HCFA 
introduced  an  additional  fee  screen-the  Inflation  Indexed  Charge-in  1985.  This 
screen  constrained  annual  increases  in  the  allowable  charge. 


In  contrast,  representatives  from  the  ambulance  industry  have  countered  that 
Medicare's  aUowed  charges  are  set  at  levels  substantially  below  costs. 

METHODS 

There  were  three  main  objectives  for  this  study:  (1)  to  analyze  aggregate  spending 
and  billing  patterns  for  ambulance  services  under  Medicare;  (2)  to  compare 
Medicare  payment  to  costs  by  type  of  ownership,  urban/rural  location,  and  level  of 
service  (e.g.,  ALS  and  BLS);  and  (3)  to  compare  Medicare  to  Medicaid  payment 
for  ambulance  services.  HCFA  issued  a  contract  to  perform  the  study  to  Project 
HOPE.  This  report  is  largely  based  on  that  study.  HCFA  does  not  concur  in  all 
of  Project  HOPE'S  interpretations  of  the  data  or  recommendations,  but  the  report 
is  attached  as  submitted. 

For  the  purposes  of  this  report,  payment  adequacy  was  defined  as  the  average 
allowed  charge  that  equals  long-run  average  costs.  The  adequacy  of  Medicare's 
payment  was  assessed  by: 

(1)      comparing  the  costs,  as  obtained  through  a  survey  of  providers,  of 
providing  ambulance  services  to  aUowed  charges  (from  1987 
Medicare  Part  B  data  files)  in  the  four  States  of  Massachusetts, 
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Michigan,  Texas,  and  California;  and 

(2)       comparing  Medicare  to  Medicaid  reimbursement  in  these  States 
plus  the  States  of  Georgia,  Iowa,  New  Mexico,  and  New  York. 
While  the  results  described  in  this  study  are  not  necessarily 
representative  of  the  country  as  a  whole,  insights  were  gained  that 
are  pertinent  to  evaluating  current  Medicare  reimbursement 
policies  for  ambulance  services. 

Analysis  of  Medicare  Claims  Data 

The  analysis  of  Medicare  claims  data  was  critical  to  address  all  three  of  the  major 
objectives  of  the  study.  Data  on  using  Medicare  Part  B  claims  files  were  analyzed 
to  determine  the  following: 

•  Total  Medicare  ambulance  spending; 

•  Ambulance  payments  by  procedure  code; 

•  Local  code  usage  related  to  ambulance  services; 

•  Payments  for  nonambulance  services  to  ambulance  providers; 

•  Payments  for  ambulance  services  to  nonambulance  providers; 

•  The  frequency  and  average  reimbursement  per  trip  by  level  of  service; 
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•  Characteristics  of  beneficiaries  using  ambulance  services; 

•  Patterns  in  destination  and  origin  of  ambulance  trips;  and 

•  Variations  in  assignment  and  charge  reductions  by  carrier  and  urban/rural 
location. 

Data  Limitations 

The  data  available  for  this  study  have  limitations  that  require  caution  in  examining 
and  interpreting  the  results.  The  contractor  selected  by  HCFA  to  study  this  issue, 
Project  HOPE,  found  that  the  1987  ambulance  services  data  from  the  Medicare 
claims  files  showed  varying  degrees  of  incompleteness,  inconsistency,  and  apparent 
coding  errors.  The  1987  claims  showed  variations  in  code  use  and  billing  practices 
among  the  carriers.  Four  standard  ambulance  codes  from  the  HCFA  Conmion 
Procedure  Coding  System  (HCPCS)  accounted  for  more  than  three-fourths  of 
Medicare  ambulance  spending.  In  1987,  the  use  of  local  (i.e.,  nonstandardized) 
codes  was  concentrated  in  carriers  serving  the  States  of  New  York  and  California. 
Some  of  the  variations  in  code  use  indicated  that  there  were  ambulance-related 
coding  problems  among  several  carriers. 

For  the  purpose  of  analyzing  the  claims  file,  claims  submitted  by  specialty 

59  (i.e.,  ambulance  companies)  were  identified  as  constituting  Medicare-covered 
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ambulance  services.  Based  on  a  special  analysis  of  the  claims  file,  about 
0.9  percent  of  the  claims  paid  to  specialty  59  providers  were  for  nonambulance 
services.  Similarly,  about  0.9  percent  of  all  ambulance  service  claims  paid  in  1987 
were  paid  to  specialties  other  than  those  denoted  by  code  59.  Thus,  analyzing  the 
claims  submitted  by  specialty  59  providers  was  seen  as  yielding  a  reasonable 
estimate  of  Medicare-allowed  charges  for  ambulance  services  in  1987. 

Perhaps  the  most  serious  limitation  is  that  Medicare  charge  data  could  not  be 
controlled  for  relevant  provider  characteristics.  Thus,  if  the  mix  of  providers 
reimbursed  by  Medicare  in  1987  differs  substantially  from  sampled  providers,  the 
results  from  the  sample  may  not  be  representative  of  all  Medicare  providers. 
Because  cost  profiles  varied  by  provider  type,  the  conclusions  derived  from 
comparisons  by  urban/rural  location,  where  provider  types  were  pooled,  are  most 
likely  to  be  affected. 

Data  from  the  survey  of  ambulance  companies  also  dictate  caution  in  the  use  of 
the  inferences  drawn.  A  self-administered  voluntary  questionnaire  was  mailed  to 
ambulance  companies  in  California,  Massachusetts,  Michigan,  and  Texas  for  the 
purpose  of  acquiring  cost  and  operating  data.  Responses  received  may  not  be 
nationally  representative  of  the  ambulance  industry,  nor  were  all  responses 
complete.  Only  49  percent  of  the  sampled  companies  in  the  4  States  could 
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provide  total  cost  data.  In  the  absence  of  an  on-site  audit,  the  accuracy  of  the 
reported  cost  data  is  less  than  ideal  for  research  purposes. 


These  data  problems  point  to  the  need  for  caution,  also,  in  making 
recommendations  based  on  inferences  drawn  from  the  data.  Despite  the  coding 
differences,  the  overall  quality  of  the  1987  Medicare  claims  data  was  adequate  to 
provide  insights  into  the  use  and  spending  patterns  for  ambulance  services. 

nNDINGS 

Patterns  of  Ambulance  Service  Use  and  Costs 

Analysis  of  Medicare  claims  data  showed  that  of  the  ahnost  $602  million  in 
allowed  charges  incurred  for  ambulance  services  in  1987,  about  20  percent  were 
incurred  by  beneficiaries  living  in  rural  areas,  though  rural  beneficiaries  comprise 
about  27  percent  of  Medicare  enrollees.  The  rate  of  use  was  higher  among 
beneficiaries  in  urban  areas  (65  users  pev  1,000  I  aeficiaries)  than  among 
beneficiaries  living  in  rural  areas  (57  users  per  1,000  beneficiaries). 
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Urban  residents  also  make  more  frequent  use  of  ambulance  services  (about 
110  runs  per  1,000  beneficiaries)  than  rural  residents  (about  89  runs  per 
1,000  beneficiaries).  Since  the  average  aUowed  charge  per  run  was  higher  for 
urban  residents  ($134  per  run)  than  for  rural  residents  ($110  per  run),  the  rate  of 
program  allowed  charges  for  urban  beneficiaries  ($14,818  per  1,000  beneficiaries) 
was  50  percent  higher  than  for  rural  residents  ($9,854  per  1,000  beneficiaries). 
While  it  is  clear  that  charges  are  higher  for  ambulance  services  in  urban  areas,  it 
is  unclear  whether  the  difference  in  the  rate  of  use  between  urban  and  rural  areas 
reflects  differential  access  or  different  preferences  as  to  the  mode  of 
transportation. 

The  charges  allowed  by  Medicare  in  the  4  States  surveyed  covered  the  average 
costs  of  providing  rural  ambulance  services,  for  both  BLS  and  ALS  services.  In 
urban  areas,  the  allowed  charges  were  sufficient  to  cover  BLS  services,  but  were 
below  the  average  costs  of  ALS  services  though  exceeding  marginal  costs.  The 
attached  study  by  Project  HOPE  presents  detailed  data  at  Table  5-1. 
Nevertheless,  a  smaUer  proportion  of  rural  providers  than  urban  providers 
accepted  assignment  for  Medicare  claims.  In  the  analysis  of  cost  outliers,  it  was 
clear  that  in  some  sparsely-populated  communities  served  by  small  firms,  costs  are 
significantly  higher  than  the  average  of  Medicare's  allowed  charges.  In  addition, 
mileage  was  shown  to  be  a  major  contributor  to  higher  average  costs  for  these 
rural  firms. 
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The  study  of  the  claims  file  showed  that  services  reimbursed  in  addition  to  an 
ambulance  base  rate  (i.e.,  "add-ons")  increased  the  average  allowed  charges  for 
BLS  and  ALS  runs  by  42  and  74  percent,  respectively.  Mileage  charges 
contributed  the  most  to  the  price  of  a  run,  with  oxygen  second.  The  relative 
importance  of  these  additionally-reimbursable  services  to  the  overall  price  of  an 
ambulance  run  varied  among  the  carriers.  While  most  carriers  reimbursed  an  aU- 
inclusive  rate  for  ALS  services,  some  carriers  predominantly  used  the  non- 
inclusive  rate. 

Results  from  the  Survey  of  Ambulance  Providers  suggest  that  mileage  add-ons 
were  considered  essential  for  ambulance  providers  in  rural  areas.  The  analysis  of 
payment  adequacy  suggested  that,  when  including  the  add-on  services.  Medicare's 
allowed  charges  were  roughly  comparable  to  costs.  However,  the  higher  total 
charges  allowed  for  bills  in  which  the  services  are  separately  itemized  may  be 
providing  an  incentive  to  unbundle  the  services  for  billing  purposes.  This 
incentive  is  likely  to  be  strong  among  providers  who  perceive  that  their  costs 
would  not  be  covered  by  billing  an  aU-inclusive  charge. 

The  analysis  of  national  Medicare  claims  data  underscored  the  geographic 
diversity  of  the  ambulance  industry.  Average  allowed  charges  for  an  ambulance 
trip  varied  widely  both  within  and  across  Medicare  carriers.  Service  mix  also 
varied. 
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Ambulance  providers  in  the  West  were  more  likely  to  supply  an  ALS  service  to 
Medicare  beneficiaries  than  those  in  the  East.  ALS  runs  provided  to  Medicare 
beneficiaries  were  roughly  twice  as  expensive  as  BLS  runs. 

In  1987,  Medicare  had  not  yet  developed  protocols  that  clearly  specified  when 
ALS  services  are  medically  warranted.  Medicare  spent  an  estimated  $60  million 
more  in  1987  on  ALS  runs  than  if  aU  services  provided  had  been  BLS.  No 
definitive  conclusion  has  been  reached  as  to  the  relative  medical  effectiveness  of 
the  two  levels  of  service. 

Rural  providers  are  more  likely  to  use  volunteer  staff  for  ambulance  services.  As 
providers  rely  on  a  paid  staff,  the  average  cost  of  ambulance  services  to  a 
community  is  likely  to  increase.  Private  ambulance  services  with  an  all-paid  staff, 
for  example,  had  average  costs  that  were  more  than  twice  as  high  as  volunteer 
providers.  Medicare's  inflation-indexed  charge  which  constrains  increases  for 
historically  determined  charges,  could  be  restrictive  in  areas  where  the  mix  of 
providers  is  changing. 

Provider  Type 

Medicare  allowed  charges  are  higher,  on  average,  than  the  average  cost  of 
ambulance  services  for  government  and  volunteer  ambulance  providers  in  the  four 
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States  analyzed.  This  is  true  regardless  of  level  of  service;  i.e.,  ALS  or  BLS 
(see  Table  5-2  of  attached  study). 

The  situation  with  respect  to  private  providers  is  more  complex.  As  noted  in 
Table  4-5  in  the  Project  HOPE  study,  private  firms  accounted  for  92  percent  of  all 
scheduled  (i.e.,  nonemergency)  runs.  Scheduled  runs  represented  55  percent  of 
the  runs  provided  by  private  firms. 

In  1987,  Medicare  paid  an  amount  more  than,  or  roughly  comparable  to,  the 
average  cost  of  private  providers  to  provide  scheduled  ambulance  runs  in  the  four 
sampled  States.  Many  private  providers  in  these  States  have  specialized  in  the 
provision  of  scheduled  services  which  entail  lower  cost  and  a  higher  profit  margin. 

Average  costs  for  emergency  (i.e.,  unscheduled)  runs  (both  ALS  and  BLS)  by 
private  providers  were  substantially  higher  than  allowed  charges.  Several  factors 
contribute  to  higher  costs  for  private  providers.  Private  providers  more  often 
operate  with  a  paid,  rather  than  volunteer,  staff.  Survey  data  also  indicated 
expenses  for  government  providers  for  office  and  garage  space  were  substantially 
lower  than  those  for  other  provider  types,  leading  one  to  believe  that  government 
providers  may  be  indirectly  subsidized  for  these  costs  by  some  other  government 
agency. 
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Comparison  to  Medicaid 


The  results  of  the  survey  of  Medicaid  payment  did  not  provide  substantial  insight 
into  the  issue  of  payment  adequacy.  Most  of  these  Medicaid  programs  use 
Medicare  as  a  guide  in  determining  maximum  allowable  charges  and  most  pay  at  a 
lower  level  than  Medicare.  Six  of  the  eight  States  sampled  did,  indeed,  pay  less 
than  Medicare.  Neither  of  the  two  State  programs  that  paid  higher  rates  than 
Medicare  had  developed  their  rates  based  on  an  analysis  of  costs.  It  is  difficult  to 
assess  whether  the  rates  based  on  the  usual,  customary,  and  reasonable  charges 
were  more  or  less  "appropriate"  than  those  paid  by  Medicare. 

Some  State  Medicaid  payment  policies  are  noteworthy  and  may  have  potential 
application  for  Medicare.  These  policies  include: 

•  Paying  for  mileage  only  after  a  minimum  distance; 

•  Limiting  the  maximum  number  of  ambulance  runs  in  a  day; 

•  Paying  of  the  same  mileage  rate  for  both  ALS  and  BLS  services,  especially 
considering  the  ability  of  ambulance  firms  to  charge  separately  for  ALS 
services  and  supplies  (e.g.,  intubation,  EKG  monitoring,  etc.);  and 
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Basing  reimbursement  on  the  actual  procedures  performed  and  services 
rendered,  rather  than  the  type  of  vehicle  used. 


RECOMMENDATIONS 


The  findings  in  this  report  indicate  that,  overall,  ambulance  providers  are  receiving 
adequate  payments  for  services  to  Medicare  beneficiaries.  However,  HCFA  has 
undertaken  and  plans  further  administrative,  regulatory,  and  legislative  initiatives 
for  improving  the  consistency  of  carrier  coverage  determinations  and  payments  for 
ambulance  services.  No  new  legislation  is  proposed  at  this  time;  however,  we  are 
considering  proposing  such  legislation  as  part  of  the  Fiscal  Year  (FY)  1996 
budget 
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Coverage  Guidelines 


Efforts  to  refine  current  coverage  guidelines  for  ambulance  services  were 
undertaken  at  HCFA  prior  to  the  preparation  of  this  report  The  findings 
reinforce  the  need  to  complete  this  task  as  soon  as  possible.  As  is  standard 
regulatory  policy,  HCFA  plans  to  issue  a  notice  of  proposed  rulemaking  for  public 
comment 

Among  the  issues  to  be  addressed  in  the  guidelines  are:  greater  specification  of 
the  conditions  under  which  transport  by  ambulance  is  reasonable  and  medically 
necessary,  and  differentiation  of  the  conditions  under  which  ALS  or  BLS  transport 
is  appropriate.  For  the  first  time  coverage  guidelines  would  apply  to  each  level  of 
service  with  the  result  of  greater  consistency  among  carriers  in  making  coverage 
determinations  and  in  ascertaining  the  appropriate  level  of  service  required. 

Transport  services  amenable  to  prior  scheduling  should  continue  to  be  covered  by 
Medicare  because  a  patient's  condition  may  be  such  that  any  other  method  of 
transportation  is  contraindicated.  Any  incentives  that  may  exist  to  abuse  the  use 
of  scheduled  transport  should  be  reduced  by  the  refined  guidelines  that  would  be 
issued  after  the  rulemaking  process  is  completed.  These  guidelines  would  clarify 
when  the  conditions  for  coverage  are  met,  whether  the  transport  is  scheduled  or 
not 
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Charges  for  Ambulance  Services 

The  principal  determinant  of  the  charge  aUowed  by  Medicare  for  the  transport  of 
patients  is  the  type  of  the  vehicle  used  (i.e.,  ALS  or  BLS).  Thus,  payments  are 
often  made  for  the  use  of  ALS  vehicles  although  a  BLS  vehicle  would  have 
sufficed  for  the  transport.  This  results  in  greater  Medicare  payments  since  the 
charges  associated  with  ALS  vehicles  are,  on  average,  about  double  those  for  BLS 
vehicles. 

Some  State  Medicaid  programs  studied  base  their  reimbursement  for  ambulance 
services  on  the  ambulance  services  provided  rather  than  on  the  type  of  vehicle 
used.  This  concept  may  be  applicable  for  Medicare  payment  Therefore,  we  will 
reinforce  instructions  previously  issued  to  our  carriers,  indicating  that  Medicare 
payment  should  be  consistent  with  the  level  of  care  that  meets  the  patient's 
medical  needs.  This  change  can  be  accomplished  administratively  in  those  areas 
where  both  BLS  and  ALS  services  are  available,  or  where  ALS  services  have 
become  the  exclusive  level  of  transport  due  to  decisions  made  by  ambulance 
suppliers  in  a  community. 

Many  local  governments  have  explicitly  mandated  ALS  as  the  sole  level  of 
ambulance  service  to  be  provided  in  their  jurisdiction.  As  a  result,  we  will 
propose  rulemaking  to  base  Medicare  payment  on  the  level  of  care  required  by 
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the  patient  rather  than  the  vehicle  used  for  transport.  We  note  that  this  may  be  a 
politically  unpopular  step.  We  believe  that  it  is  a  necessary  one,  however,  because 
the  artificial  elevation  of  ambulance  services  leads  to  substantially  increased  costs 
for  the  Medicare  program  as  well  as  for  Medicare  beneficiaries.  The  charges  for 
ALS  ambulance  runs  are,  on  average,  twice  as  high  as  for  BLS  services.  While  we 
do  not  dispute  the  value  of  ALS  services  when  they  are  needed,  we  wish  to 
provide  a  strong  incentive  to  curb  excessive  ALS  billings  for  routine  or  non- 
emergency patient  transports. 

Project  HOPE  study  data  indicate  that,  on  average,  the  present  levels  of  Medicare 
payments  to  ambulance  companies  are  adequate  to  cover  costs.  Although,  the 
perception  of  payment  inadequacy  seems  implicit  in  the  lower  rate  of  acceptance 
of  assignment  among  rural  companies  (i.e.,  only  35  percent  of  the  claims  were 
accepted  on  assignment  by  rural  companies  compared  to  67  percent  by  urban 
companies),  the  present  policy  of  allowing  special  payment  amounts  (i.e.,  for 
mileage)  permits  recogiution  of  unusual  local  circumstances.  The  "inherent 
reasonableness"  criterion  has  also  been  applied  by  carriers  when  the  standard 
methodology  of  establishing  payment  aUowances  produces  results  that  are  not 
reasonable.  Nevertheless,  the  usefuhiess  of  inherent  reasonableness  authority  is 
limited,  because  it  does  not  address  the  problem  of  extremely  wide  variations  in 
payment  amounts  across  carriers  nationwide.  We  are  exploring  the  development 
of  a  fee  schedule  for  payment  of  ambulance  services.  Because  the  statute  provides 
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that  payment  for  ambulance  services  be  based  on  reasonable  charges,  this  proposal 
would  require  legislative  action. 

Claims  Processing 

Data  limitations  described  in  this  report  (using  data  from  1987)  point  to  the  need 
in  the  future  for  greater  consistency  and  uniformity  among  Medicare  Part  B 
carriers  in  making  coverage  determinations  and  payments,  and  in  assuring  the 
completeness  and  accuracy  of  the  data  shown  on  the  claims  submitted  for  payment 
by  ambulance  providers. 

Uniformity  in  the  terminology  used  to  identify  the  beneficiaries,  providers,  and  the 
services  is  required  to  make  comparisons  on  the  services  used  by  groups  of 
beneficiaries  or  furnished  by  different  classes  of  providers.  The  attached  Project 
HOPE  study  found  variance  in  the  terminology  used  by  carriers  to  describe 
ambulance  services;  particularly,  the  use  of  local  codes.  This  required  a  significant 
amount  of  "crosswalking"  the  codes  so  that  services  coded  by  different  carriers 
might  be  aggregated  into  similar  groupings  for  analysis. 

Inconsistencies  among  carriers  also  was  found  in  the  submission  of  information 
codes  required  for  claims  processing.  In  particular,  the  origin  and  destination 
codes  were  often  omitted  and  the  classification  of  transport  by  whether  it  was  an 
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emergency  or  scheduled  transport  was  not  uniformly  followed  by  all  carriers. 

HCFA  is  in  the  process  of  standardizing  its  processing  of  ambulance  claims.  This 
will  assure  a  better  data  base  for  evaluating  the  use  of  ambulance  services  and  for 
assessing  the  need  for  future  policy  changes.  Among  the  initiatives  currently 
pursued  or  contemplated  are: 

•  Phasing  out  local  code  use.  As  part  of  a  program  initiated  in  1989  to 
phase  out  local  coding  by  carriers,  HCFA  is  undertaking  the  conversion  of 
local  ambulance  codes  to  HCPCS.  This  entails  review  of  individual  carrier 
coding  systems  to  assure  the  incorporation  of  local  codes  that  do  not 
duplicate  codes  already  used  by  HCPCS. 

•  Use  of  origin  and  destination  codes.  In  1991,  HCFA  revised  the  origin  and 
destination  modifiers  to  make  them  more  complete  and  easier  to  use. 
Because  coverage  of  ambulance  services  is  determined  by  ambulance 
destination,  these  modifiers  provide  a  better  basis  for  examining  ambulance 
service  patterns  and  ensuring  appropriate  payments. 

•  HCFA  is  weighing  the  benefits  and  costs  of  modifying  the  specialty  code 
for  ambulance  companies  to  identify  them  by  salient  characteristics;  such 
as,  type  of  ownership.  The  availability  of  this  information  would  permit, 
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for  the  first  time,  an  evaluation  of  the  effect  of  location  on  different  types 
of  suppliers  and  whether  policies  should  be  developed  that  differentiate 
providers  by  these  characteristics. 

•    HCFA  is  also  in  the  process  of  completing  studies  mandated  under  section 
4207(e)  of  the  Omnibus  Budget  Reconciliation  Act  of  1990  studying  the 
impact  of  physician  financial  relationships  with  health  care  entities  on 
beneficiary  utilization  of  selected  services  in  10  States.  Among  the  entities 
to  be  studied  are  ambulance  companies.  The  findings  of  this  study  have 
been  prepared  as  a  separate  transmittal. 

The  administrative  initiatives  underway  and  planned,  taken  together,  will  have 
positive  long  term  effects  on  the  administration  of  the  Medicare  ambulance 
benefit  These  proposed  changes  will  provide  HCFA  with  improved  information 
to  examine  the  patterns  of  use  and  payments  for  ambulance  services.  Examination 
of  Medicare  ambulance  coverage  and  payment  policy  issues,  once  regulatory 
changes  are  made,  will  assure  greater  confidence  in  ascertaining  the  need  for 
policy  changes  and  understanding  their  implications.  Moreover,  although  no 
specific  legislative  changes  are  recommended  at  this  time,  as  discussed  above,  we 
are  considering  a  legislative  proposal  to  establish  a  fee  schedule  for  payment  of 
ambulance  services.  We  are  considering  submitting  a  proposal  for  the  FY  1996 
budget 
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HCFA  is  mindful  of  Congressional  concerns  about  assuring  access  to  transport 
services  in  rural  areas  and  equity  in  the  payment  for  the  services.  The  agency  will 
be  especially  sensitive  to  these  objectives  in  the  proposed  initiatives. 
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Yimin  Ngan  and  Keith  Umbel  provided  essential  computer  programming  assistance. 
The  authors  are  grateful  for  the  substantive  input  provided  by  the  Project  Officer,  Herb 
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Executive  Director  of  the  New  Haven  Ambulance  Sendee.  The  authors  appreciate  the 
secretarial  support  provided  by  Ronnette  White  and  Darlene  Bostic.  As  usual,  the 
opinions  and  estimates  made  here  are  those  of  the  authors. 


EXECUTIVE  SLMVURY 


Objectives 

This  study  presents  the  results  of  the  first  comprehensive  examination  of  the  use 
of  ambulance  services  under  Medicare.  There  were  three  primary  objectives  of  this 
study: 

(1)  to  analyze  aggregate  spending  and  billing  patterns  for  ambulance  services 
under  Medicare; 

(2)  to  compare  Medicare's  allowed  charges  to  costs  by  type  of  ownership, 
urban/rural  location,  and  level  of  service  (e.g.,  advanced  life  suppon  and 
basic  life  suppon);  and 

(3)  to  compare  Medicare  to  Medicaid  payment  for  ambulance  services. 

The  first  objective  was  quite  general,  responding  to  a  variety  of  research  and 
policy  interests  within  the  Health  Care  Financing  Administration  (HCFA).  The  next 
two  objectives  were  more  specific  and  stemmed  from  a  mandated  study  on  ambulance 
services  passed  under  the  Omnibus  and  Budget  Reconciliation  Act  of  1989  (OBRA 
1989).  These  last  two  objectives  resulted  from  panicular  concerns  about  the  adequacy 
of  Medicare's  allowed  charges  for  ambulance  services.  Because  neither  Medicare  claim 
for  ambulance  services,  nor  industry  costs  had  ever  been  analyzed  in  depth,  one 
overarching  concern  was  whether  the  data  would  be  of  high  enough  quality  to  suppon 
these  analyses.  In  addition  to  the  objectives  mentioned  above,  an  analysis  of  data 
quality  became  an  integral  pan  of  the  study. 

Backgrouad 

Ambulance  services  for  Medicare  beneficiaries  are  covered  under  Pan  B~the 
supplemental  medical  insurance  plan.  In  1987,  Medicare  allowed  charges  for 
ambulance  services  amounted  to  about  $602  million.  Reimbursement  for  ambulance 
services  has  rtoen  at  an  average  annual  rate  of  more  than  20  percent  since  1974  (Office 
of  the  Inspector  General  (OIG),  1987).  This  rate  is  twice  that  of  medical  inflation,  but 
equal  to  increases  in  Medicare  expenditures  on  physician  services  (Helbing,  et  al, 
1991). 

The  rapid  increases  in  Medicare  expenditures  can  panly  be  attributed  to 
dramatic  changes  occurring  within  the  ambulance  mdustry.  Since  1974,  federal  and 
local  legislation  has  led  to  substantial  upgrading  in  the  quality  and  character  of 
emergency  medical  services  (EMS).  Local  mandates  now  specify  emergency  response 
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times,  minimum  equipment,  supplies,  and  vehicle  capabilities  as  well     nmf.cc  , 
trammg  requ^cmen:.  for  staff.  Bas.c  Ufe  Support  ^BLS)  ::r::c::lZr^^'^ 
e  ementary  life-savmg  techniques  (such  as  the  administration  of  oxvgen  or  con  rol  of 
bleeding)  are  being  replaced  by  Advanced  Life  Support  (ALS)  servfces.  The  latter  are 
distinguished  by  more  advanced  life-saving  equipment,  as  well  as  higher  staff  skill  levels 
such  as  paramedic  training.  As  the  complexity  of  the  ambulance  industry  has  evolved  ' 
o  has  the  composition  of  the  industry.  Volunteer  squads,  which  at  one  time  formed  ' 
the  mainstay  of  EMS  delivery,  are  being  supplanted  by  private  and  government 
ambulance  providers  with  paid  staffs.  In  addition,  some  municipalities  and  volunteer 
squads  that  previously  provided  ambulance  services  free  of  charge  are  now  billing 
MChA  tor  services  provided  to  Medicare  beneficiaries. 

Apart  from  these  legitimate  reasons  for  cost  increases,  HCFA  is  concerned  about 
the  potential  for  abuse  of  the  ambulance  services  benefit.  For  example,  billing  for 
services  at  a  higher  level  of  life  support  than  is  medically  warranted  has  been  cited  as 
one  of  the  more  common  abuses  of  the  Medicare  program  by  suppliers  of  ambulance 
services.  There  is  also  some  concern  that  providers  of  ambulance  services  may  be 
gaming  the  nonrestrictive  billing  system.  In  other  words,  providers  may  be  increasingly 
billmg  separately  (unbundling)  for  special  services,  such  as  endotracheal  intubation  oT 
electrocardiogram  (EKG)  monitoring  that  were  previously  included  in  the  charge  for  a 
base  ambulance  trip.  Finally,  ambulances  have  been  used  even  when  a  patient  could 
have  been  transported  safely  by  other  means,  since  Medicare  docs  not  cover  transport 
in  other  vehicles  (e.g.,  vans,  buses,  taxis,  etc.). 

There  have  also  been  aUcgations  that  Medicare  pays  unreasonably  high  amounts 
for  ambulance  services  (OIG,  1987).  Until  1985,  Medicare  used  the  usual,  customary, 
and  reasonable  charge  method  to  determine  reimbursement  for  ambulance  services. ' 
Because  of  concerns  about  the  inflationary  nature  of  this  payment  method,  HCFA 
introduced  an  additional  fee  screen~the  Inflation  Indexed  Charge  (IIC)~in  1985.  This 
screen  constrained  annual  increases  in  the  lowest  allowable  charge. 

In  contrast,  representatives  from  the  ambulance  industry  have  countered  that 
Medicare  reimbursement  is  set  at  levels  substantially  below  costs.  These  claims  were  in 
part  the  impetus  behind  the  passage  of  the  OBRA  89  legislation  which  mandated  this 
study  on  the  appropriateness  and  adequacy  of  Medicare  reimbursement  for  ambulance 
services.  Private  ambulance  firms  and  those  located  in  rural  areas  have  been 
particularly  vocal  in  this  regard. 

MethodolofY 

As  mentioned  previously,  there  were  three  main  objectives  for  this  study:  I )  to 
analyze  aggregate  spending  and  billing  patterns  for  ambulance  services  under  Medicare 
2)  to  compare  Medicare  allowed  charges  to  costs  by  type  of  ownership,  urban/nu-al 
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location,  and  level  of  service  (e.g..  advanced  life  support  and  bas.c  life  support,-  and 
3)  to  compare  Medicare  to  Medicaid  payment  tor  ambulance  services.  In  order  T 
accompl^ish  these  three  objectives,  the  most  recent  Medicare  claims  data  (1987)  wL 
analyzed,  a  survey  of  ambulance  providers  was  conducted  m  four  States,  and  a  sur^ev 
of  Medicaid  programs  was  conducted  in  eight  States.  In  addition,  a  previous  review  ot 
Medicaid  transponation  services  was  summarized. 

Analvsis  of  Medicare  Claims  Data 

The  analysis  of  Medicare  claims  data  was  critical  to  address  all  three  of  the 
major  objectives  of  the  study.  Data  on  all  four  Part  B  claims  files  were  analvzed  (the 
Procedure  File,  the  Beneficiary  File,  the  Provider  File,  and  Prevailing  Charge  File)  To 
address  the  first  objective,  a  variety  of  descriptive  tables  were  produced  and  aggregate 
and  across  carrier  analyses  were  conducted  of  the  following: 

0       Total  Medicare  ambulance  spending; 
o       Ambulance  payments  by  procedure  code; 
0       Local  code  usage  related  to  ambulance  services; 
0       Payments  for  nonambulance  services  to  ambulance  providers; 
0       Payments  for  ambulance  sendees  to  nonambulance  providers; 
o       The  frequency  and  average  reimbursement  per  trip  by  level  of  service: 
0       Characteristics  of  beneficiaries  using  ambulance  services; 
0       Patterns  in  destination  and  origin  of  ambulance  trips;  and 
0       Variations  in  assignment  and  charge  reductions  by  carrier  and  urbaa  rural 
location. 

In  addition,  an  overall  assessment  of  the  quality  of  Medicare  claims  data  was 
conducted. 

Survey  of  Ambulance  Providers  and  Estimation  of  Industry  Cnst^ 

Since  no  definitive  studies  have  been  done  on  ambulance  service  costs  and  no 
comprehenshrc  secondary  data  sources  exist  on  service  costs,  in  order  to  compare 
Medicare  reimbursement  to  costs,  primary  data  collection  was  necessary.  Project 
HOPE  chose  to  analyze  industry  costs  through  an  econometric  or  economic  approach. 
A  major  advantage  of  the  economic  approach  is  that  it  can  be  less  costly  to  estimate 
costs  that  are  representative  of  a  larger  number  of  actual  providers.  Alternative 
approaches,  such  as  the  conduct  of  detailed  audits  or  time  and  motion  studies  are 
prohibitively  expensive. 

No  national  listing  of  public  and  private  ambulance  providers  currently  exists. 
Consequently,  selecting  a  nationally  representative  sample  would  be  very  cumbersome 
and  expensive,  invoNing  the  development  of  a  sampling  frame  in  all  50  States.  In  light 
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of  time  and  budget  constraints,  a  sample  of  providers  m  fniir  '^t.r.. 
be  an  appropriate,  ifjimued.  method  for  .nvesngaun  provider  co  Z-""'t 
four  States  selected  Tor  the  Survey  of  Ambulance  Proles  1^^^  1" 
Massachusetts  Michigan,  and  Texas.  These  States  were  chosen  for  their  geographical 
diversity,  their  disproponionately  large  representation  of  Medicare  benetorie  P 
percent)  and  ambulance  claims  (32  percent),  and  their  representation  of  a  diver  e  mix 
of  firms  by  type  of  ownership  and  urban/rural  location. 

^  1"^^^^°!  ^^^^  ^'^^  ambulance  providers  was  conducted  bv  muil 

with  telephone  follow-up.  An  overall  response  rate  of  68  percent  was  achieved  The 
resulting  sample  was  broadly  representative  of  the  national  distribution  of  ownership 
except  for  a  slight  ovcrrcpresentation  of  private  firms.  Sixty  percent  of  respondents 
were  classified  as  rural,  a  proportion  roughly  equal  to  the  sample.  Survey  results  were 
weighted  in  order  to  produce  representative  cost  estimates  for  the  four  States. 

Five  separate  multi-product  cost  functions  were  estimated  for  three  ownership 
types  (I.e.,  private,  government,  and  volunteer)  and  two  locations  (i.e.,  urban  rural) 
The  separate  products  identified  were  emergency  ALS  services,  emergency  BLS 
services,  and  nonemergency  services.  The  latter  were  defined  as  scheduled  ambulance 
runs.  These  cost  hinctions  achieved  a  high  degree  of  explanatory  power,  with 
independent  variables  explaining  more  than  70  percent  of  the  variation  in  total  costs. 
Signs  and  sizes  of  the  parameters  accorded  with  economic  theory  and  with  expectations 
based  on  anecdotal  reports  of  the  industry.  From  these  hinctions,  marginal  and  average 
costs  were  calculated  for  the  "typical"  firm  in  these  four  States  and  compared  to 
average  Medicare  allowed  charges  for  an  ambulance  run  by  level  of  service. 

Survey  of  Medicaid  Programs 

In  order  to  compare  Medicare  allowed  charges  for  ambulance  services  to 
Medicaid  payments,  a  survey  of  Medicaid  program  officials  was  conducted  in  the  eight 
States  of:  California,  Georgia,  Iowa,  Massachusetts,  Michigan,  New  Mexico,  New  Yt)rk. 
and  Texas.  As  in  the  Survey  of  Ambulance  Providers,  these  States  were  chosen 
because  they  represent  the  four  major  regions  of  the  United  States  and  they  encompass 
different  types  and  concentrations  of  urban  and  rural  areas. 

Since  this  was  not  a  comprehensive  survey  of  all  .Medicaid  programs,  a  previous 
study,  A  5Q^te  Review  of  Medicaid  Transponation  Services,  conducted  by  the 
Intergovernmental  Health  Policy  Project  (IHPP)  in  1985,  was  also  reviewed  and 
summarized. 

Primary  data  collection  was  conducted  by  phone  using  an  interview  guide. 
Information  was  elicited  on  eligibility  and  coverage  restrictions  on  ambulance  serviccv 
the  rate  structure  and  level  of  Medicaid  reimbursement  in  1989,  and  recent  or 


anticipated  changes  in  reimbursement  policies  Ave 
selected  procedure  codes  (e.g..  BLS,  one-wav.  base  i 
Medicaid  reimbursement  for  the  same  tvpe  of  servic 


;rage  .Medicare  reimbursement  r 
trip)  was  compared  to  average 


Findings 


General  Insights 


of  ALS  services,  the  development  of  medical  protocols  may  produce  savings  without 
jeopardizing  emergency  service  quality.  TTiis  is  an  area  deserving  funher  research. 

Services  reimbursed  in  addition  to  an  ambulance  base  rate,  increased  the  averajj 
aUowcd  charges  for  BLS  and  ALS  runs  by  42  and  74  percent,  respectively.  Mileage 
charges  contributed  the  most  to  the  price  of  a  run,  with  oxygen  second.  The  relative 
importance  of  these  additionally-reimbursable  services  to  the  overaU  price  of  an 
ambulance  run  varied  among  the  carriers.  While  most  carriers  reimbursed  an  aU- 
inclusive  rate  for  ALS  services,  some  carriers  predominantly  used  the  noninclusive  rate 

Although  this  study  was  not  designed  to  evaluate  whether  unbundling  of  services 
was  economically  justifiable,  results  from  the  Survey  of  Ambulance  Providen  suggest 
that  mileage  add-ons  arc  essential  for  ambulance  providers  in  rural  areas.  The  analy^i* 
of  payment  adequacy  also  suggested  that  when  including  all  of  these  add-on  services 
Medicare  allowed  charges  were  roughly  comparable  to  costs.  Some  providers  may  be 
unbundling  services  because  Medicare  allowed  charges  for  base  rates  is  below  the 
average  cottt  of  providing  an  ambulance  run. 

While  Medicare  does  not  distinguish  between  scheduled  and  unscheduled  runs  m 
determining  allowed  charges  for  ambulance  services,  persons  that  receive  more  than 
one  ambulance  trip  in  a  day  are  likely  to  represent  a  high  proportion  of  these  runs. 
Persons  with  ESRD  were  disproportionately  represented  among  this  group.  Overall 
persons  with  ESRD  were  nearly  ten  times  more  likely  to  use  ambulance  services  than 
the  general  Medicare  population.  A  separate  study  on  the  use  of  ambulance  services 
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by  the  ESRD  population  is  currently  being  conducted  by  HCFA  Further  nm.^ 
implications  regarding  this  high  use  group  are  discussed  below  ^  ^ 

As  expected,  variations  in  code  use  and  billing  practices  were  evident  amonc  the 
earners   However,  only  four  ambulance  HCPCS  codes  (AOOIO.  BLS  base  rite  aJ)^o 
Bl^  mUeage  rate:  A0220.  AI^  base  rate;  and  A0221.  ALS  mileage  rate  accounted  t 
more  than  three-fourths  of  Medicare  ambulance  charges.  The  use  of  carrier-spe^c  (or 
bcal)  codes  was  concentrated  m  earners  servmg  the  States  of  New  York  and  Calitorn  a 
Sorne  of  the  variations  in  code  use  were  indicative  of  ambulance-related  coding 
problems  among  the  carriers  that  warrant  funher  investigation  bv  HCFA.  Evidence  ot 
miscoding  was  panicularly  prevalent  among  the  earners  serving  the  States  of  South 
Carolina,  Washington,  Oregon,  and  Ohio. 

Despite  these  coding  differences,  the  overall  quality  of  Medicare  claims  data  was 
adequate  to  aUow  an  analysis  of  charge  patterns.  In  the  future,  the  general  trend 
towards  more  uniform  coding  practices  among  the  carriers  is  encouraged.  This  includes 
both  the  movement  away  from  the  use  of  local  codes  and  the  adoption  of  standardized 
code  definitions.  If  potential  abuse  of  a  return  trip  is  to  be  monitored,  more  earners 
Should  be  encouraged  to  use  origin  and  destination  modifiers. 

Several  important  insights  were  gained  from  the  estimation  of  a  cost  function  for 
the  ambulance  mdustry.  In  most  cases,  the  provision  of  ambulance  services  was  a 
decreasmg  cost  industry,  with  marginal  costs  lower  than  average  costs  for  all  levels  of 
output  This  has  two  important  impUcations  with  respect  to  pricing.  First,  under  these 
cu-cumstances,  marginal  cost  pricing  is  not  optimal,  as  a  firm  would  take  a  loss  for  each 
trip  provided.  Based  on  this  assessment,  payment  adequacy  was  defined  as  aUowed 
charges  at  levels  that  equal  long-run  average  costs.  Second,  this  implies  that  the 
ambulance  industry  is  a  natural  spatial  monopoly.  Allowing  competition  within 
geographic  limits  would  drive  up  the  average  costs  of  service. 

Other  empirical  findings  were  that  the  average  costs  of  private  providers  were 
higher  than  those  for  other  provider  types  and  average  costs  for  niral  providers  were 
lower  than  those  for  urban  providen.  As  expected,  ALS  emergency  services  cost  more 
than  BLS  services.  The  average  cost  of  providing  a  nonemergency  (scheduled) 
ambulance  run  was  substantially  lower  than  that  of  emergency  nins.  Finally,  factors 
that  significantly  affected  provider  costs  mcluded:  1)  whether  or  not  response  time 
were  mandated  (for  government  and  volunteer  organizations);  and  2)  the  average 
distance  of  a  call  (for  rural  firms). 

Adeouacv  of  AUowed  Charges 

To  examine  the  adequacy  of  Medicare  allowed  charges:  1)  Medicare  allowed 
charges  were  compared  to  costs  in  four  States;  and  2)  Medicare  allowed  charges  were 
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compared  to  Medicaid  reimbursement  in  eight  States. 

In  the  compaTison  of  costs  to  allowed  charges,  it  is  important  to  keep  m  mmd 
some  of  the  bmnations  of  this  study.  First,  the  results  are  based  on  a  geograph.cailv- 
hmited  sample  and,  therefore,  are  not  necessarily  representative  of  the  nation  Second 
the  cost  and  charge  figures  compared  are  estimates,  with  associated  standard  errors  ' 
The  results  should  be  interpreted  as  approximate  and  not  an  indication  of  the  absolute 
difference  between  charges  and  costs.  Finally,  average  Medicare  charges  could  not  be 
adjusted  for  provider  mix  or  other  relevant  provider  characteristics.  To  the  extent  that 
the  average  ambulance  provider  serving  Medicare  beneficiaries  in  the  sampled  States 
differed  from  sampled  providers,  the  robustness  of  the  conclusions  could  be  affected. 

Despite  these  limitations,  the  results  basically  accorded  with  our  intuition  about 
the  nature  of  the  ambulance  industry,  and,  should  provide  HCFA  with  further  insights 
useful  in  establishing  Medicare  policies  for  ambulance  services. 

Url?^n/Rura|  U>catjQn.  Based  on  the  results  of  this  study,  Medicare's  allowed 
charges  in  the  four  States  analyzed  appeared  to  cover  the  long  run  average  costs  of 
providing  rural  ambulance  services.  There  were  clear  cost  outlien,  however.  These 
firms  were  primarily  small,  serving  very  sparsely-populated  communities.  If  these  firms 
do  not  represent  the  norm  in  the  Medicare  locality,  HCFA  could  be  paying  at  rates 
that  are  significantly  below  the  average  cost  of  delivering  emergency  services.  These 
results  arc  also  predicated  on  a  mix  of  provider  types  that  are  primarily  volunteer.  As 
this  mix  changes  more  towards  a  paid  staff,  the  average  cost  of  emergency  services  to  a 
community  could  increase  dramatically.  Medicare  s  Inflation-Indexed  Charge,  which 
constrains  increases  for  historically-determined  costs,  could  be  too  restrictive  in  areas 
where  the  mix  of  providers  is  changing  dramatically. 

On  average,  Medicare's  allowed  charges  for  urban  providen  was  also  adequate 
•for  BLS  services.  While  Medicare's  allowed  charges  were  lower  than  the  average  cost 
of  ALS  services.  They  exceeded  the  marginal  cost  of  those  sendees.  The  adequacy  of 
Medicare's  allowed  charges,  in  this  case,  depends  upon  the  extent  to  which  local 
government  subsidizes  urban  ambulance  operations. 


The  analysis  of  costs  by  provider  type  indicated  that  Medicare  $ 
allowed  chaifet  are  higher,  on  average,  than  the  average  cost  of  ambulance  services  for 
government  and  volunteer  ambulance  providers  in  the  four  States  analyzed.  This  ts 
true  regardless  of  level  of  service. 

In  contrast,  this  analysis  indicated  that  .Medicare  is  paying  less  than  average  cosu 
for  emergency  runs  (both  ALS  and  BLS)  for  private  providers.  However,  Medicare  $ 
allowed  charges  are  roughly  comparable  to  the  average  cost  of  providing  a  scheduled 
ambulance  run  for  private  providers.  This  is  clearly  one  reason  why  private  providers 
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in  the  survey  specialized  in  the  provision  of  a  scheduled  run  service    The  costs  nt  .h 
types  of  runs  are  substantially  below  the  cost  of  providing  emer^ncv  runs    nl  T 
fact,  most  Medicare  earners  do  not  distinguish  between  tLsrtl'oIt  net  tvpe?  1" 
services  in  establishmg  charges  for  ambulance  services. 

Comparison  to  Mediraid.  The  results  of  the  survev  of  Medicaid  programs  did 
not  provide  substantial  insight  to  the  debate  on  payment  adequacv.  Most  of  these 
Medicaid  programs  use  Medicare  as  a  guide  in  determining  maximum  allowable  charges 
and  most  attempt  to  pay  at  a  lower,  level  than  Medicare.  Although  two  programs  pl!j 
rates  that  were  higher  than  Medicares  neither  of  these  had  developed  their ^rates  based 
on  an  analysis  of  costs.  It  is  difficult  to  assess  whether  the  rates  based  on  the  usual 
customary,  and  reasonable  charges  were  more  or  less  'appropnate"  than  those  paid  bv 


Some  of  the  Medicaid  programs'  reimbursement  policies,  however,  warrant 
further  consideration  for  the  Medicare  program.  These  policies  include:  1)  payment 
for  mileage  only  after  a  minimum  distance;  2)  limiting  the  maximum  number  of 
ambulance  runs  m  a  day;  3)  payment  of  the  same  mileage  rate  for  both  ALS  and  BLS 
scivices,  especially  considering  the  ability  of  ambulance  firms  to  charge  for  ALS  services 
and  supplies  (e.g.,  intubation,  EKG  monitoring,  drugs,  etc.)  separately;  and  4)  basing 
charges  on  the  actual  procedures  performed  and  services  rendered,  rather  than  the  tyoc 
of  vehicle  used. 


PoUcv  RecnmmendMtkMia 

Several  important  poUcy  impUcations  regarding  the  establishment  of  charges  for 
ambulance  services  can  be  derived  from  this  study.  Recommendations  have  been  made 
relatmg  to:  1)  the  use  of  inherent  reasonableness  criteria;  2)  payment  for  scheduled 
runs;  3)  strategies  to  improve  community  coordination  of  service  delivery;  4) 
competitive  bidding;  and  5)  the  viability  of  a  national  fee  schedule. 

Inherent  ReaaonableneM  Critgria   The  Office  of  the  Inspector  General  (QIC) 
recoimnended  that  Medicare  earners  apply  inherent  reasonableness  criteria  more 
stringently  when  reimbursing  for  ambulance  services.  These  cnteria  allow  carriers  to 
adjust  rates  downward  if  charges  do  not  appear  to  be  economically  justified.  The  use 
of  these  criteria  would  be  particularly  applicable  in  areas  with  unregulated  rates  served 
by  one  or  a  few  providers. 

These  criteria  could  also  be  used  to  adjust  rates  upwards  for  areas  that  have 
legitimately  higher  costs.  These  adjustments  could  be  made  for  sole  community 
providers  serving  sparsely-populated  areas  where,  because  of  economies  of  scale  in  the 
industry,  costs  are  legitimately  higher.  A  similar  adjustment  is  made  by  Medicare  in 
reimbursing  for  hospital  services.  Rates  also  could  be  adjusted  if  a  strong  case  can  be 


made  that  the  decline  in  the  use  of  vniiinrr>.»r  ^raff  ^  u 

have  dramatically  in«eased  costs  ^^'^'^^^'ty  standards. 

Scheduled  Run?!.  A  major  finding  ot  th,s  study  was  that  scheduled  runs  are 
provided  arsubstantiaily  lower  cost  than  emergency  runs.  However,  most  Medicare 
earners  do  not  dtstrnguish  between  scheduled  and  unscheduled  runs  for  rLmbu  sem.nr 
One  approach  would  be  to  encourage  the  use  of  a  separate  code  I  s  heTled  runs 
Smce,  based  on  survey  estimates,  a  scheduled  run  costs  substantial  v  less  than  an 

in2-y       '"'"^  '"^^  '''^'y  """"^  administrative  cos  s  (e  g  chan.e 

m  coding  practices  among  some  carriers,  policing,  etc.).  *^ 

There  is  a  question,  however,  of  whether  or  not  Medicare  should  even  be 
covering  scheduled  runs  as  pan  of  the  federal  insurance  package.  There  are  three 
considerations  that  are  important  when  evaluating  the  inclusion  of  a  benefit  in  an 
insurance  package:  1)  Is  the  event  likely  to  lead  to  a  catastrophic  lost?;  2)  Is  the 

^TJiln'L  r      '  '"^^^^  ^^^^  as  when 

insurance  coverage  affects  a  persons'  probability  of  using  the  benefit)? 

In  relation  to  scheduled  runs,  several  points  are  wonhy  of  note.  First,  the  cost  of  a 
scheduled  run  is  relatively  low.  Second,  scheduled  runs,  panicularly  when  related  to 
transport  to  dialysis  facilities,  may  be  predictable.  Finally,  the  very  high  use  rates 
among  the  ESRD  population  for  scheduled  return  trip  services  suggest  that  there  mav 
be  some  moral  hazard.  All  three  of  these  factors  suggest  that  HCFA  should  consider 
exclusion  of  scheduled  runs  from  the  Medicare  benefit  package,  although  stiU  allowma 
for  stop-loss  coverage  for  legitimate  high  users. 

?tra;gB«  to  Improve  Community  Coordinatior,   Based  on  the  findings  of  this 
study,  a  strong  case  can  be  made  for  community  coordination  of  the  provision  of 
emergency  medical  services.  Pint,  unchecked  competition  among  ambulance  providers 
leads  to  higher,  not  lower  costs  of  services.  Second,  if  sole  service  rights  are  granted  hv 
a  community  to  one  ambulance  provider,  the  monopoly  position  of  the  ambulance  tlrm 
coupled  with  a  highly  inelastic  demand  for  emergency  services,  can  lead  to  prices  that 
exceed  long  run  average  costs. 

Thoje  providen  not  receiving  subsidies  or  having  to  pay  their  labor  force  are 
clearly  at  a  dindvantage  to  those  that  do  receive  subsidies  or  have  a  volunteer  force. 
One  suggestion  from  the  ambulance  industry  is  to  establish  separate  rate  pools  for  each 
type  of  provider  or  vary  payments  by  the  level  of  subsidy.  There  are  three  reasons  *h> 
this  approach  should  be  avoided.  Fint,  related  to  the  level  of  subsidy,  type  of 
ownership  is  not  the  main  characteristic  distinguishing  the  level  of  subsidy  received. 
Some  private  providers  do  receive  local  subsidies.  Others  hav^  developed  an  insurance 
mechanism,  known  as  subscription  services,  which  serves  a  similar  purpose.  Second, 
establishing  separate  rate  pools  can  fonify  the  monopolistic  position  of  ambulance  firm* 


withm  the  rate  pool  and  serve  to  fragment  the  market   This  .s  th. 
desired  effect  of  mcr_easing  community  coord.nat.on.  fJI   h  'LZ'T 
varying  rates  based  on  the  level  of  subsidv.  or  use  of  v.  hm      .  ^'^•^'"'^'rative  cost,  ot 
prohibitive.  -  °^  volunteer  force,  are  likely  to  be 

One  option  for  Medicare  would  be  to  provide  for  emero^nr^ 
block  grant  program  that  encourages  local  coordination   T^fp  i^  "^^^^^^^^  ' 
of  approaches  to  EMS  standards  and  the  variety  of  approaches  to  1o;.1!  k  f  ^ 
the  mo,  ef^cient.  Under  this  option,  Medicare^oufd'C^^^^^^^ 
beneficiary  that  would  be  paid  to  States  to  ensure  the  provision  of  emrr^.L  m.n  ■ 
menaces  for  Medicare  beneficiaries.  This  amount  may  b7ai  usted  ^7^^^^^^^^^^^ 
differences  and  could  be  introduced  initially  on  a  dernonstrat.on  ^ 

Cgmpetitiv^  Pi<jdipg.  The  Office  of  the  Inspector  General  suggested  that 
Medicare  may  accrue  substantial  savings  by  encouraging  earners  o  adnm  .  . 

S-T^d' "'^"^^^^  approarsrE2:n\rATi;  r^''^^ 

lo^^ml  '^'P'"'''         municipalities,  and  selected  Medicaid 

programs.  While  this  approach  may  be  viable  for  a  community,  there  arc  manv 
drawbacks  for  Medicare.  The  pnmary  difficulty  .s  that  in  an  emergen^^^^ 
response  time  plays  an  important  role  m  patient  outcome.  Local  T^St^n  often 
dictates  which  provider  responds  to  an  emergency,  without  discnmmS  ?,Surance 

XTption^"''"'  '  ^^^P*"^^^  ^'^^'"8  m^el  mayT  a 

N^ti9pa{  Fee  Schgdulff.  Finally,  the  viability  of  estabUshing  a  national  fee 
Tr^^^fZ  ^'^^^  ^'^^'^^  "'""on-  For  several  types  of  procedures  and 

ii  ?"  ^T"^  P^'y^'''^"''  Medicate  has  moved  towards 

the  establishment  of  a  national  fee  schedule.  The  empirical  finding  that  differences  n 
the  degree  response  capability  (as  proxied  by  whether  or  not  response  times  were 
mandated)  was  an  important  faaor  affecting  costs  was  discussed.  This  response 
capability  and  the  degree  of  local  regulation  vanes  substantially  across  communities  If 
Medicare  were  to  establish  a  national  fee  schedule  for  ambulance  services,  they  would 
clearly  reward  those  communities  with  lower  standards  and  punish  those  with  higher 
standards.  Since  Medicare  has  not  developed  federal  standards  for  beneficiaries  this 
approach  is  not  recommend  at  this  time. 
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Section  1:  Introductioo 

1.1  Purpose 

There  are  three  primary  objectives  of  this  study.  The  first  is  to  analyze 
aggregate  spending  and  billing  patterns  for  ambulance  services  provided  under 
Medicare.  In  FY  1987,  Medicare  allowed  charges  for  ambulance  services  were 
estimated  to  be  almost  $602  million.  Until  now,  there  has  been  no  systematic  and 
comprehensive  analysis  of  Medicare  spending  on  ambulance  services. 

Two  additional  objectives  stem  from  a  mandated  study  on  ambulance  services 
passed  under  the  Omnibus  Budget  Reconciliation  Act  of  1989  (Public  Law  101-239). 
These  objectives  address  more  specific  concerns  about  the  adequacy  of  Medicare 
payment  to  providers  of  ambulance  services  and  are  as  follows: 

(i)  to  compare  Medicare  payment  to  costs  by  type  of  ownership,  urban/rural 
location,  and  level  of  service  (e.g.,  advanced  life  support  and  basic  life 
support);  and 

(ii)  to  compare  Medicare  to  Medicaid  payment  for  ambulance  services. 
U  Methodoto 

In  order  to  accomplish  these  three  objectives,  we  have  analyzed  the  most  recent 
Medicare  claims  data  (1987),  conducted  a  survey  of  ambulance  providers  in  four  states, 
and  conducted  a  survey  of  Medicaid  programs  in  eight  states.  Because  neither 
Medicare  claims  for  ambulance  services  nor  industry  costs  had  ever  been  analyzed  in 
depth,  one  overarching  concern  was  whether  the  data  would  be  of  high  enough  quality 
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to  support  these  analyses.  Data  quality  limitations  have  been  addressed  throughout  this 
report.  - 

I J     Structure  of  the  Report 

This  report  is  divided  into  six  remaining  sections.  Section  2  provides  background 
information  and  an  overview  of  relevant  issues  including  Medicare  reimbursement 
policies.  Sections  3  and  4  describe  the  study  design  and  findings  of  the  Medicare 
Qaims  Analysis  and  the  Ambulance  Provider  Survey,  respectively.  These  two 
components  are  combined  to  assess  the  adequacy  of  Medicare  reimbursement  to 
providers  of  ambulance  services  in  Section  5.    The  methodology  and  findings  from  a 
telephone  survey  of  Medicaid  programs  and  a  comparison  of  Medicare  and  Medicaid 
rates  are  presented  in  Section  6.  Section  7  presents  a  summary  and  discussion  of  the 
principal  findings  and  recommendations  addressing  problems  and  issues  identified  by 
the  study. 
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2.1  Overview 


Section  2:  Backgruuod 


The  ambulance  industry  is  characterized  by  diversity.  It  includes:  one-vehicle 
operations  staffed  entirely  by  community  volunteers;  large,  complex  municipal  fire  and 
rescue  departments;  and  private  operations  staffed  by  paid  professionals  operating 
independently  or  contracting  their  services  directly  to  a  municipality. 

According  to  a  survey  of  state  emergency  medical  services  (EMS)  authorities, 
there  were  approximately  15,000  EMS  providers  in  the  United  States  (EMS,  1986). 
The  breakdown  of  EMS  providers  by  type  in  1986  was  as  follows: 


This  distribution  varies  by  regioiu  with  volunteer  services  more  prevalent  in  the 
Northeast  and  private  services  more  prevalent  in  the  West. 

A  studjr  of  EMS  in  the  top  200  most  populous  cities  revealed  that  more  than 
half  rely  upon  fire  or  municipal  operations  for  emergency  nonscheduled  ambulance 
sendees  (Keller  and  Forinash,  1990).  A  large  pan  of  the  business  in  the  ambulance 
industry  consists  of  scheduled  ambulance  runs.  These  are  primarily  provided  by  private 
companies  (Office  of  the  Inspector  General  (OIG),  1987). 
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The  number  at  volunteer  ambulance  providers  is  declining,  while  the  number  ot 
private  and  government  ambulance  providers  is  increasing  (Keller  and  Forinash.  1990). 
This  can,  at  least  panly,  be  attributed  to  the  tact  that  the  industry  has  evolved  into  a 
highly  technical  business  using  more  advanced  technology  and  professionally-trained 
staff.  In  addition,  the  risk  of  legal  liability  has  increased  and  volunieerism,  in  general, 
has  waned. 

Federal  legislation  (The  Federal  Emergency  .Medical  Systems  Act  of  1973)  led  tu 
substantial  upgrading  in  the  quality  and  character  of  EMS.  At  that  time,  two  levels  ot 
service  were  identified.  Basic  Life  Suppon  (BLS)  services  involve  noninvasive 
emergency  patient  care  (such  as  the  administration  of  oxygen  or  control  of  bleeding). 
Advanced  Life  Support  (ALS)  services  are  distmguished  by  more  advanced  lifesaving 
equipment,  such  as  the  capability  of  maintaming  radiotelephone  contact  with  a  hospital 
(telemetry),  as  well  as  higher  staff  skill  levels,  such  as  paramedic  training.  Federal 
specifications  for  these  levels  of  scivice,  as  well  as  professional  training  standards  have 
been  published  by  the  General  Services  Admmistration.  However,  local  variation  in 
EMS  standards  persists. 

Over  the  years,  local  governments  became  increasingly  involved  in  regulation  of 
the  ambulance  industry.  In  some  areas,  local  mandates  now  specify  emergency 
response  times,  minimiim  equipment,  supplies,  and  vehicle  capabilities,  as  well  as 
professional  training  requirements  for  the  staff.  Some  local  governments  permit  only 
ALS  services.  An  ambulance  provider  faced  with  a  multiplicity  of  standards  established 
by  contiguouf  communities  is  required  to  comply  with  the  most  stringent  of  these. 
These  mandates  have  probably  contributed  to  cost  increases  within  the  industry. 


While  there  is  controversy  over  the  appropriateness  of  ALS  services  for  ma 
emergencies  (Jacobs  et  al.,  1984;  Alexander  et  al.,  1984),  many  two-tiered  systems 


provide  either  ALS  or  BLS  services  based  on  projected  or  interred  patient  needs  are 
being  replaced  by  albALS  services.  In  a  recent  survey,  eighty-two  percent  of  the  :uo 
most  populous  cities  respond  with  ALS  to  ail  emergencies  (Keller  and  Forinash.  i99<ji 
Only  three  of  those  cities  provide  only  BLS  services  to  all  emergencies.  As  more  cities 
contract  out  their  ambulance  services  to  private  providers,  it  is  not  unusual  for  these 
providers  to  supply  an  all-ALS  service. 

As  the  complexity  of  the  ambulance  industry  has  evolved,  so  has  the  approach 
toward  patient  charges.  Traditionally,  volunteer  squads  and  municipalities  provided 
ambulance  services  free  of  charge.  Not  only  has  the  mix  of  providers  changed  toward 
private  companies  that  charge  for  their  services,  but  municipalities,  in  seeking  ways  to 
offisct  mounting  deficits,  are  now  charging  for  services.  There  is  also  evidence  of 
volunteer  squads  charging  for  services.  Often  both  volunteer  organizations  and 
municipalities  set  these  charges  at  highly  subsidized  rates. 

Even  with  patient  charges  becoming  the  norm,  there  is  likely  to  be  limited  price 
competition  in  the  industry.  Because  the  industry  relies  on  "idle"  capacity  in  order  to 
be  able  to  respond  quickly  to  emergencies  when  they  do  occur,  the  marginal  cost  of 
providing  an  ambulance  run  is  less  than  the  average  cost  of  providing  that  same  run. 
In  economic  terms,  there  are  economies  of  scale  in  the  industry,  i.e.,  the  larger  the 
volume  of  ambulance  services  provided,  the  tower  the  average  cost  of  providing  those 
services.  Often  this  leads  to  only  a  few  companies  providing  services  in  an  area, 
creating,  in  effect,  a  local  monopoly.  Because  ambulance  services  are  a  necessity  for 
emergency  cmci,  there  is  also  a  lack  of  consumer  price  sensitivity.  This  combination  ot 
factors  in  the  industiy  (Le^  the  tendency  towards  local  monopoly  and  the  lack  of 
consumer  price  sensitivity)  give  rise  to  a  situation  where  service  charges  could  be  set  at 
a  level  substantially  higher  than  cost.  Some  cities  have  approached  this  problem  by 
adopting  a  public  utility  model  of  regulation  for  EMS  (Keller  and  Forinash,  1990).  For 
example,  it  is  not  uncommon  for  cities  to  establish  rate  ceilings  for  ambulance  service* 


In  rate-setting  areas,  ambulance  rates  tend  to  be  lower  than  in  less-regulated  areas 
(OIG,  1987).  - 

2.2      Medicare  Coverage  of  Ambulance  Services 

Ambulance  services  arc  covered  under  Medicare  Pan  B  the  supplemental 
medical  insurance  plan.  According  to  the  Medicare  Carriers  Manual,  the  use  of  an 
ambulance  must  be  deemed  medically  necessary  and  appropriate.  Scheduled  transport 
in  vehicles  such  as  vans,  buses,  or  taxis  that  are  not  equipped  with  basic  lifesaving 
equipment  and  not  staffed  by  persons  trained  in  basic  lifesaving  techniques  is  not 
covered.  Mileage  is  reimbursed  only  for  loaded"  miles,  that  is  when  the  patient  is 
actually  being  transported  in  the  ambulance. 

An  ambulance  is  a  specially  designed  and  equipped  vehicle  (automoble,  boat,  or 
plane)  for  transporting  the  sick  or  injured.  It  must  have  customary  patient  care 
equipment  including  a  stretcher,  clean  linens,  first  aid  supplies,  oxgyen  equipment  and 
such  other  safety  and  lifesaving  equipment  as  required  by  State  or  local  authorities. 

The  ambulance  crew  must  consist  of  at  least  two  members.  The  crew  charged 
with  the  care  or  handling  of  the  patient  must  include  one  individual  with  adequate  first 
aid  training  (i.e.,  training  at  least  equivalent  to  that  provided  by  standard  and  advanced 
Red  Cross  first  aid  courses). 

In  1962,  carriers  were  granted  the  nght  to  establish  separate  payment  screens  for 
Advanced  Life  Support  (ALS)  services.  The  definition  of  ALS  services  is  largely  left  to 
the  carrier's  disCTetion.  However,  the  Medicare  Carriers  Manual  (Section  5116.1B) 
provides  these  guidelines: 


An  ALS  ambulance  has  complex  specialized  life  sustaining  equipment  for  radio- 
telephone comact  with  a  physician  or  a  hospital.  Typical  of  this  type  of 
ambulance  would  be  mobile  coronary  care  units  and  other  ambulance  vehicles 
that  arc  appropriately  equipped  and  staffed  by  personnel  tramed  and  authorized 
to  administer  IVs  (intravenous  therapy),  provide  anti-shock  trousers,  establish 
and  maintain  a  patient's  airway,  defibrillate  the  heart,  relieve  pneumothorax 
conditions,  and  perform  other  advanced  life  support  procedures  or  services  such 
as  cardiac  (EKG)  monitoring. 

This  definition  focuses  on  the  type  of  vehicle  used,  regardless  of  the  services  actually 
provided. 

In  keeping  with  the  diversity  of  the  industry,  ambulance  providers  may  bill 
Medicare  in  numerous  ways: 

o       a  standard  base  rate  may  be  levied  plus  additional  charges  for  mileage, 

supplies,  night  differentials,  travel  outside  the  normal  service  area,  or  services 
such  as  venipuncture  or  EKG  monitoring; 

o       an  all-inclusive  base  rate  may  be  charged;  or 

o       a  rate  may  be  based  on  mileage  only. 

The  level  of  Medicare  reimbursement  for  ambulance  services  is  determined  by  the 
lowest  of  four  payment  screens:  1)  the  actual  charge;  2)  the  ambulance  provider's 
customary  charge-based  on  the  provider's  own  charge  history;  3)  the  prevailing  charge - 
defined  as  the  75th  percentile  of  all  customary  charges  in  a  given  locality;  or  4)  the 
inflation-indexed  charge,  or  IIC  This  latter  screen,  introduced  in  Oaober  1985,  capped 
reasonable  charges  at  1985  levels  for  1986  and  has  allowed  price  increases  indexed  to 
the  urban  cooiuiiier  price  index  (CPI-U).  Between  1985  and  1987  (the  year  used  for 
the  analysis  of  Medicare  claims  data  in  this  report),  the  IIC  constrained  rate  increases 
to  1.7  percent 

As  in  other  Part  B  services.  Medicare  covers  only  80  percent  of  the  reasonable  (i.e. 
allowed)  charges  determined  by  the  above  screen,  with  the  beneficiary  (excepting  those 


eligible  for  Mfcdicaid)  expected  to  pay  the  remaining  20  percent.  A  patient's  liabilitv 
may  be  greater  ihaiahis  if  a  provider  chooses  not  to  accept  Medicare "s  allowed  charge 
(known  as  accepting  assignment).  In  this  report,  payments  to  ambulance  suppliers  are 
described  in  terms  of  allowed  charges.  This  consists  of  the  80  percent  paid  by 
Medicare  after  the  Pan  B  deductible  has  been  met  and  the  20  percent  coinsurance 
payable  by  the  beneficiary.  This  disregards  additional  amounts  due  to  the  supplier  who 
does  not  accept  assignment  and  may  collect  from  the  beneficiary  the  difference  between 
the  actual  charge  and  the  allowed  charge. 

23         Policy  Issues 

In  1987,  Medicare  allowed  charges  for  ambulance  services  amounted  to  almost  S602 
million.    Allowed  charges  for  ambulance  services  has  risen  at  an  average  annual  rate  of 
more  than  20  percent  since  1974  (OIG,  1987).  This  rate  is  twice  that  of  medical 
inflation  but  comparable  to  increases  in  Medicare  expenditures  on  physician  services 
(Helbing.  et  al.  1991). 

Several  possible  reasons  for  the  rapidly  increasing  charges  were  mentioned  in  Section 
2.1.  These  include  the  upgrading  of  standards  in  the  industry,  shifts  in  public  and 
volunteer  entity  costs  towards  Medicare,  and  the  shift  towards  ALS  services.  However. 
HCFA  is  also  concerned  about  potential  abuse  in  the  system.  For  example,  billing  tor 
services  at  a  higher  level  of  life  suppon  than  is  medically  warranted  was  cited  as  one  ot 
the  more  common  abuses  of  the  Medicare  program  by  suppliers  of  ambulance  services. 

There  is  also  some  concern  that  providers  of  ambulance  services  may  be  "gaming" 
the  nonrestrictive  billing  system.  In  other  words,  as  Medicare  allows  ambulance 
providen  to  bill  separately  for  supplies,  oxygen,  and  special  services,  such  as 
endotracheal  intubation  and  venipuncture,  providers  may  increasingly  be  unbundling 


their  bills  for  a  base  ambulance  trip  for  Medicare  beneficiaries,  adding  to  the  overail 
rise  in  charges.  AltKSugh  wide  variations  in  biHing  patterns  among  the  carriers  have 
been  found  in  other  studies  (OIG,  1987),  these  have  never  been  examined  in  depth. 

Very  little  is  also  known  about  the  characteristics  of  ambulance  users.  Along  these 
lines,  there  is  some  concern  that  ambulances  may  be  used  even  when  a  patient  could 
have  been  transported  by  other  means,  since  Medicare  does  not  cover  transport  in 
other  vehicles  (e.g.,  vans,  buses,  taxis,  etc.).  As  an  example,  dialysis  patients  have  been 
shown  to  be  high  users  of  ambulance  services  (Eggers,  1990).  There  have  been 
instances  of  patients  being  transported  to  renal  dialysis  centers  in  ambulances  when 
other,  less  sophisticated,  transport  might  have  sufficed. 

The  Office  of  the  Inspector  General  conducted  a  study  in  1986  to  investigate 
allegations  that  Medicare  was  paying  unreasonably  high  amounts  for  ambulance  services 
(OIG,  1987).  They  found  that  Medicare  pays  between  ten  and  fifty  percent  more  than 
the  Veterans  Administration,  health  maintenance  organizations,  and  hospitals  for  BLS 
services.  As  this  study  did  not  hold  factors  such  as  input  prices  and  level  of  service 
constant,  however,  the  results  may  be  misleading. 

Despite  this  finding,  the  American  Ambulance  Association  has  countered  that 
Medicare  reimbursement  is  set  at  levels  substantially  below  cost.  One  point  of 
contention  is  the  fact  that  carriers  are  not  allowed  to  distinguish  among  subsidized  and 
unsubsidized  ambulance  providers  in  establishing  the  prevailing  charge  screens.  In 
addition,  rural  providen  have  argued  that  separate  rates  should  be  established  that 
recognize  the  higber  cost  of  providing  services  to  rural  areas.  A  study  conducted  for 
the  Medi-Cal  program,  for  example,  found  the  average  cost  per  run  in  a  rural  area  w»» 
$115,  while  the  comparable  cost  in  an  urban  area  was  $79,  (Depanmcnt  of  Health 
Services,  California,  1982).  Regardless  of  ownership  type  and  Hrban/rural  location, 
many  ambulance  providers  have  voiced  compUmts  that  the  IIC  has  held  reimbursemeni 
far  below  legitimate  cost  increases  in  the  industry 


In  order  to  contahrcost  escalation  in  ambulance  services,  the  OIG  recommended 
that  Medicare  carriers  apply  inherent  reasonableness  criteria  more  strmgently.  Tht^c 
criteria  allow  carriers  to  adjust  rates  downward  if  charges  do  not  appear  to  be 
economically  justified.  Of  most  salience  for  the  ambulance  industry,  when  the  market 
for  ambulance  services  is  dominated  by  one.  or  a  few,  providers,  for  example,  carriers 
could  use  these  criteria  to  modify  monopolistic  pricing.  The  OIG  also  recommended 
the  use  of  competitive  bidding  for  Medicare  ambulance  services.  Preferred  provider 
models  have  been  adopted  by  the  Veterans  Administration,  some  hospitals, 
municipalities  and  selected  Medicaid  programs. 


Section  3:  Medicare  Claims  Analysis 

An  analysis  of  Medicare  claims  for  ambulance  services  is  critical  to  address  all 
three  of  the  following  major  objectives  of  this  study: 

(1)  to  analyze  aggregate  spending  and  billing  patterns  tor  ambulance  services 
provided  under  Medicare; 

(2)  to  compare  Medicare  payment  to  costs  by  type  of  ownership,  urban/rural 
location,  and  level  of  service;  and 

(3)  to  compare  Medicare  to  Medicaid  payment  for  ambulance  services. 

The  first  objective  can  be  addressed  solely  through  an  analysis  of  Medicare 
claims  data  and  is  discussed  in  this  section.  The  next  two  objectives  require 
comparisons  to  the  results  of  the  Project  HOPE  Survey  of  Ambulance  Providers  and 
the  survey  of  eight  Medicaid  programs,  and  are  discussed  later,  in  Sections  5  and  6, 
respectively. 

3.1     Research  Oueationa 

A  variety  of  research  and  policy  interests  within  HCFA  led  to  this  component  ot 
the  study.  From  the  most  global  perspectrve,  no  detailed  analyses  of  Medicare 
ambulance  claims  had  ever  been  conducted.  Even  very  basic  information,  such  as  how 
much  Medicare  was  spending  on  ambulance  services  and  how  this  was  distributed  across 
the  United  States,  was  not  available. 

Also,  there  was  a  more  fundamental  desire  to  gain  insights  regarding  the 
appropriateness  of  Medicare  payment  policies  for  ambulance  services.  For  example, 
considering  the  potential  for  providers  to  bill  for  a  higher  level  of  life  support  than 
medically  warranted,  which  carriers  were  retmbursmg  for  a  high  proportion  of  ALS 
runs?  Also,  given  incentives  to  game  the  system,  what  effect  does  unbundling  of 
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services  have  on  the  average  Medicare  reimbursement  for  an  ambulance  trip?  While 
aggregate  descriptiv^tatistics  can  not  indicate  whether  the  level  of  life  suppon  used 
was  medically  warranted,  or  whether  unbundling  of  services  is  economically  justified, 
they  can  provide  HCFA  some  notion  of  whether  the  observed  variability  is  plausible 
and  thus  give  some  direction  to  policy  initiatives  or  identify  issues  for  further 
investigation.  As  mentioned  in  Section  2,  HCFA  had  noted  wide  variations  of  billing 
practices  among  carriers.  For  administrative  purposes,  there  was  an  interest  in  whether 
carriers  were  coding  ambulance  services  properly,  and  how  code  use  varied  among 
carriers. 

These  multiple  concerns  resulted  in  a  list  of  descriptive  analyses  that  were 
incorporated  into  this  study.  These  analyses  addressed: 

0  Total  Medicare  allowed  charges  for  ambulance  services; 

o  The  distribution  of  charges  by  procedure  code; 

o  Local  code  usage  related  to  ambulance  services; 

o  Allowed  charges  for  nonambulance  services  by  ambulance  providers; 

0  Allowed  charges  for  ambulance  services  by  nonambulance  providers: 

o  Frequency  and  average  allowed  charges  per  trip  by  level  of  service; 

o  Characteristics  of  beneficiaries  using  ambulance  services; 

o  Panems  in  destination  and  ongin  of  ambulance  trips; 

o       Variations  in  assignment  and  charge  reductions  by  carrier  and  urban/rural 
location;  and 

o       Quality  of  the  data. 


Before  presenting  the  findings  of  the  Medicare  claims  analysis,  the  choice  and 
construction  of  data  Tiles  and  the  techniques  used  in  analyzing  the  claims  data  are 
described.  Then,  a  series  of  tables  and  explanatory  text  assess  the  quality  of  the 
Medicare  claims  data.  Because  this  would  be  the  first  comprehensive  examination  of 
Medicare  claims  for  ambulance  services,  there  was  some  concern  that  the  quality  of  the 
data  would  not  support  the  proposed  analyses.  In  addition  to  the  research  questions 
posed,  the  analysis  of  data  quality  was  an  integral  pan  of  this  study. 

3^  Methodoiofy 

The  first  step  of  this  component  of  the  study  was  to  select  the  data  files  to  be 
analyzed.    Once  selected,  several  complex  computational  steps  needed  to  be 
performed.  First,  ambulance  services  needed  to  be  defined.  This  was  panicularly 
difficult  due  to  the  number  of  carrier-specific  local  codes  used  for  billing  ambulance 
services.  The  second  major  computational  step  involved  defining  an  ambulance  run  by 
grouping  claims  for  the  same  trip  together.  Then,  claims  were  mapped  into  appropriate 
service  levels:  ALS,  BLS,  Air,  and  Undefined/Other.  These  steps  are  discussed  below 
in  more  detail. 

32.1  Choice  of  Data  Files 

As  previously  mentioned,  ambulance  ctamis  are  covered  under  the  Medicare  Pan 
B  program.  Both  summary  and  sample  data  on  Pan  B  claims  are  available  in  four 
separate  files:  1)  the  Procedure  File,  a  100  percent  summary  of  Part  B  claims  arrayed 
by  carrier  and  provider  type;  2)  the  Beneficiary  File,  a  five  percent  sample  of  Pan  B 
claimants;  3)  the  Provider  File,  a  five  percent  sample  of  providers  submitting  Pan  B 
claims;  and  4)  the  f rT^^iling  Charge  File,  which  presents  the  payment  screens  for  each 
procedure  by  carrier  and  locality.  Collectively,  these  are  known  as  the  Pan  B  Medicare 
Annual  Data  Files  (BMAD). 


This  report  eamines  ambulance-related  data  on  all  four  BMAD  files  for  the 
year  1987.  The  types  of  questions  that  are  best  addressed  by  each  file  are  mapped  m 
Figure  3.1.  ' 

HCFA  personnel  prepared  extract  files  of  all  four  BMAD  files.  These  extract 
files  included  all  claims  billed  by  Specialty  59  (ambulance  providers)  and  all  ambulance 
claims  billed  by  Specialties  60  and  61  (Public  Health  or  Welfare  agencies,  and 
Voluntary  Health  or  Charitable  agencies).  Specialties  60  and  61  were  included  because 
it  was  thought  that  some  ambulance  providers  (e.g.,  volunteer  and/or  municipal 
providers)  might  be  classified  under  these  specialties  rather  than  under  Specialty  59. 
Ambulance  claims  were  defined  as  any  records  within  the  following  three  categories: 

o       all  records  in  which  a  HCFA  Common  Procedure  Code  System  (HCPCS) 
procedure  code  has  a  value  from  AGO  10  to  A0999  (ambulance-related 
codes); 

o       all  records  in  which  the  procedure  code  has  a  value  of  99082  (unusual 
physician  travel~reiated  to  an  ambulance  trip);  and 

o       all  records  with  any  of  the  carrier-specific  local  codes  charged  by 

ambulance  providers  under  Specialty  59.  (Records  &om  Specialty  60  or 
61  providers  using  these  local  codes  were  also  included.) 

In  order  to  evaluate  the  characteristics  of  ambulance  users,  all  records  from  the 
Heahh  Insurance  Skeleton  Write-Off  files  (or  HISKEW-containing  eligibility  and 
demographic  information)  which  matched  identification  numbers  on  the  beneficiary 
ambulance  atnct  file  were  also  extracted  to  a  separate  data  file  for  analysis. 
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32^  Dcflning  Ambulanct  Services 


Charges  for  ambulance  services  can  be  identified  through  billings  by  ambulance 
providers,  coded  under  Specialty  59.    Alternatively,  charges  can  be  identified  through 
the  use  of  HCPCS  Level  II  codes  (A0010-A0999)  and  HCPCS  Level  III  codes  (local 
codes)  assigned  by  HCFA  Regional  Offices  and/or  Medicare  Carriers.  Physician 
charges  for  ambulance  services  are  billed  under  the  Physician's  Current  Procedure 
Terminology  (CPT-4)  code  99081 

This  report  primarily  uses  all  claims  submitted  by  ambulance  providers,  identified 
as  Spedalty  59,  to  estimate  aggregate  Medicare  allowed  charges  for  ambulance 
services.  This  approach,  the  simplest  method  for  defining  ambulance  services,  has  rwo 
drawbacks.  First,  it  includes  some  nonambulance  charges  since  a  small  portion  of 
claims  submitted  by  Specialty  59  providers  are  not  ambulance  claims.  Second,  this 
method  exchides  the  portion  of  Medicare  ambulance  charges  accounted  for  by 
nonambulance  providers,  i.e.,  physicians,  etc. 

One  other  simple  definition  is  to  use  charges  for  HCPCS  Level  II  ambulance 
codes  (A0010-A0999).  One  difficulty  with  this  definition  is  the  frequent  use  of  local 
codes  by  some  Medicare  carriers.  Local  codes  are  carrier-specific  Level  III  HCPCS 
codes.  Originally,  HCFA  allowed  carriers  to  develop  specific  local  codes  to  account  for 
rare  situations  in  which  regional  variations  in  billing  practices  could  not  be  incorporated 
into  ejdsting  Level  II  HCPCS  codes.  However,  some  carriers  have  developed  elaborate 
local  codes  for  ambulaoce  services. 

Although  Level  III  HCPCS  codes,  or  local  codes,  represented  only  12  percent  of 
all  Medicare  allowed  charges  for  ambulance  services  in  1987,  the  extent  of  local  code 
use  varied  widely  by  carrier,  with  local  codes  in  two  carriers  accounting  for  over  40 
percent  of  allowed  charges  for  services  billed  by  ambulance  providen.  These  figures 
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demonstrate  that,  while  HCPCS  Level  II  codes  accounted  for  most  ambulance  claims  in 
1987,  using  HCPCS  -ambulance  codes  alone  to  define  ambulance  spending  is  not 
satisfactory,  especially  when  making  cross-carrier  comparisons.  Patterns  of  local  code 
use  by  carrier  are  examined  in  more  detail  in  Section  3.4,3. 

To  assess  the  validity  of  using  Specialty  59  as  a  definition  of  ambulance 
spending,  all  codes  were  mapped  as  either  ambulance  or  nonambulance-related  codes. 
All  HCPCS  Level  II  ambulance  codes  (A0010-A0999)  were  categorized  as  ambulance - 
related.  In  addition,  any  codes  (local  or  HCPCS)  that  could  be  mapped  to  the 
following  categories  were  defined  as  ambulance  claims:  intubation,  defibrillation, 
intravenous  therapy,  venipuncture,  other  vascular  injection  procedures,  therapeutic 
injections,  cardiopulmonary  resuscitation,  supplies,  drugs,  oxygen,  unusual  physician 
travel,  transport  of  medical  specimens,  x-ray,  or  EKG.  A  listing  of  all  HCPCS  and  local 
codes  designated  or  excluded  as  ambulance-related  services  under  this  definition 
appears  in  Appendix  A.  Excluded  codes  cover  nonambulance  services  and  supplies 
such  as:  physician  office  visits,  medical  consultations  in  a  hospital,  wheelchairs,  hospital 
beds,  and  transverse  axial  tomography.  We  also  excluded  local  codes  that  were  not 
defined  by  Medicare  carriers. 

Based  on  this  mapping,  nonambulance-related  codes  comprised  only  0.9  percent 
of  all  claims  paid  to  Specialty  59  providers.     Similarly,  only  0.9  percent  of  all 
ambulance  claims  in  that  year  were  paid  to  specialties  other  than  59.  Qaims  made  by 
Specialty  59,  in  conclusion,  provide  a  reasonable  estimate  of  total  allowed  charges  for 
Medicare-covered  ambulance  services. 

323  iWflnlny  mn  Ambuiaoce  Run 

Defining  an  ambulance  run  involves  grouping  all  claims,  for  the  same  ambulance 
trip  for  the  same  beneficiary  together.  Analyzmg  Medicare  allowed  charges  per  run  is 
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important  in  order  to  examine  the  impact  of  unbundling  of  services  on  claims  and  to 
compare  average  Medicare  allowed  charges  to  provider  cost.  A  number  of  different 
HCPCS  or  local  ambulance  codes  may  be  charged  for  a  single  ambulance  run.  This 
report  defines  an  ambulance  run  as  a  one-way  transport  (indicated  by  a  base  rate)  and 
any  additional  services  provided  to  the  beneficiary  by  the  ambulance  provider  on  the 
same  day  (indicated  by  add-on  codes). 

Base  rates  are  typically  designed  to  cover  the  average  fixed  cost  to  ambulance 
providers  of  furnishing  one-way  ambulance  transpon  at  a  certain  level  of  service.  Add- 
on codes  are  designated  for  services  such  as  mileage,  oxygen,  EKG  monitoring,  waiting 
time,  and  disposable  supplies  which  may  vary  significantly  from  one  run  to  another. 
Some  base  codes  are  all  inclusive;  this  means  that  the  rate  specifically  includes  all  add- 
on services.  A  mapping  of  codes  as  either  base  or  add-on  services  is  provided  in 
Appendix  A.  For  purposes  of  this  report,  all  mileage  codes  have  been  classified  as 
add-on  services  although  a  few  carriers  may  reimburse  ambulance  providers  only  for 
mileage  rather  than  use  an  ALS  or  BLS  base  rate. 

Linking  claims  for  the  same  beneficiary  on  the  same  date  is  sometimes  difficult 
for  two  reasons.  First,  Medicare  claims  may  reflect  billing  dates  rather  than  the  actual 
date  of  service.  Second,  more  than  one  base  rate  may  be  charged  to  the  same 
beneficiary  on  a  given  day  (e.g.,  round  trips).  This  creates  problems  in  assigning  add-on 
services  to  a  particular  run. 

To  nrtwwm»w»  thc  problcm  with  inaccurate  dates  of  service,  first-expense  and  last- 
expense  dates  were  used  to  match  base  rates  and  add-on  services.  These  dates  appear 
more  consistent  than  dates  of  service  variables  and  are  developed  so  that  associated 
claims  should  have  the  same  expense  dates. 


The  second  difficulty  cited  above  is  not  easily  avoided.  In  order  to  more 
accurately  represcnf:ihe  cost  of  a  one-way  transport,  this  analysis  of  ambulance  runs 
primarily  focuses  on  cases  in  which  there  were  no  more  than  one  base  rate  per  day  tor 
a  given  beneficiary.  Of  the  220,221  base  rates  in  the  Beneficiary  File,  approximately 
three-fourths  (161,436)  could  be  accurately  grouped  with  add-on  services  by  this 
methodology.  These  "single  base  rate"  ambulance  runs  accounted  for  80  percent  of 
allowed  charges  related  to  ambulance  services  in  the  1987  Beneficiary  File. 

The  remaining  58,785  base  rates  and  associated  claims  could  not  be  adequately 
defined  as  a  run  since  these  base  rates  are  for  beneficiaries  with  "multiple  base  rates ' 
on  the  same  date.  These  data  imply  that  some  persons  were  transported  by  ambulance 
twice  in  the  same  day,  perhaps  from  home  to  one  hospital  and  then  to  another  hospiul. 
or  possibly  round  trip  between  a  nursing  home  and  a  hospital.  Comparisons  of 
beneficiary  characteristics  across  the  "single '  and  "multiple"  base  rate  groupings  were 
conducted  to  explore  how  multiple  run  beneficiaries  might  differ  from  persons  with  one- 
way trips. 

3J.4  iWlniny         of  Service 

The  "HCPCS  1987  Manual"  which  includes  descriptions  of  HCFA  codes  and  CPT 
codes,  and  the  'Tart  B  Medicare  Carriers  Local  Code  Descriptions"  were  used  to 
categorize  ambulance  codes  into  one  of  five  service  levels:  ALS,  BLS,  air  ambulance 
service,  undefined,  and  other.  Appendix  A  provides  a  listing  of  ambulance  codes 
categorized  by  these  service  levels. 

Some  descriptions  of  HCPCS  codes  and  local  codes  include  the  service  level: 
e.g.,  A0221  is  ALS  mileage.  Service  levels  tor  other  codes  could  sometimes  be  inferred 
from  the  description.  All  base  codes  not  clear Jy  defined  as  ALS  were  considered  to  be 
for  BLS  scnaces.  Codes  for  patient  transpon  by  bus,  taxi,  etc.  were  categorized  as 
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undefined  since  these  services  are  not  reimbursable  under  Medicare.  Most  of  the 
remaining  unmappaBfe  codes  are,  or  appear  to  be.  for  additional  services  beyond  those 
covered  in  a  base  rate.  According  to  the  1987  Beneficiary  file,  ambulance  codes  which 
can  be  mapped  into  ALS,  BLS,  or  air  service  categories  once  an  ambulance  run  had 
been  defined,  account  for  over  99  percent  of  the  total  allowed  charges  for  ambulance 
services  under  Medicare. 

3J  Quality  of  Claims  IHitt 

Prior  to  any  indepth  analysis  of  the  Medicare  claims  data,  a  number  of  quality 
checlcs  on  the  ambulance  extract  files  were  completed.  These  quality  checks  fell  into  at 
least  one  of  three  categories:  1)  analyses  to  identify  inconsistencies  in  ambulance 
charges  across  the  various  files,  2)  analyses  of  ambulance  charges  to  identify  any  wide 
variations  across  carriers  that  could  not  easily  be  explained,  and  3)  analyses  of  variables 
with  missing  or  unorthodox  values  to  identify  coding  problems  in  specific  data  fields. 

The  comparability  of  Medicare  claims  data  across  the  various  files  was  the  initial 
quality  issue  for  this  analysis.  The  Procedure  File  represents  a  100  percent  sample  of 
claims  while  the  Provider  File  is  only  a  five  percent  sample  of  providers.  The 
Beneficiary  File  is  a  five  percent  sample  of  all  Medicare  beneficiaries  plus  a  100 
percent  sample  of  End  Stage  Renal  Disease  (ESRD)  beneficiaries.  These  file 
differences  make  aggregate  comparisons  across  files  problematic  and  not  very  useful. 
To  improve  comparability,  the  1987  Beneficiary  File  was  reduced  by  eliminating  all 
ESRD  claim  that  would  not  otherwise  have  been  included  in  a  straight  five  percent 
sample. 

Instead  of  comparing  aggregate  allowed  charges,  ambulance  charge  patterns 
across  files  were  examined  by  analyzing  average  allowed  charges  for  five  select  HCPCS 
Level  II  ambulance  codes.  BLS  and  ALS  base  rates  and  mileage  were  comparable 
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across  data  sources  as  demonstrated  in  Table  3-1,  and  appeared  consistent  with  other 
data  sources,  includfflg  the  Office  of  the  Inspector  General's  report  (OIG,  1987). 


TABLE  3-1 

Average  Allowed  Charge  Across  Files  for  S«lect  HCPCS  Codes 


HCPCS 

Prev. 

Proc 

Prov 

Benef 

Code 

Description 

■  Charge 

•  File 

File 

File 

AOOlO 

BLS  Base  Rate 

$  92 

S  81 

$  84 

$  83 

A0020 

ELS  mileage  per  mile 

5  3 

5  4 

$  3 

$ 

A0220 

ALS  Base  Rate  (Inch) 

S166 

S159 

$165 

$148 

A0221 

ALS  mileage  per  mile 

$  4 

$  3 

5  ^ 

$  - 

Source:  Project  HOPE  calculations  using  the  1987  BMAD  Files 

•  The  Prevailing  Charge  File  figures  represent  the  average  of  the  75th 

percentile  of  an  array  of  customary  charges  nationwide. 

The  Beneficiary  File  figures  represent  a  sample  of  the  first  1,000 
records  on  the  file. 

In  general,  these  estimates  are  comparable  and  consistent  with  the  average 
allowed  charge  just  over  S80  for  a  BLS  base  rate  (AOOlO)  and  about  twice  that  for  an 
all-inclusive  ALS  base  rate  (A0220).  Similarly,  in  all  files,  the  average  rates  were  cither 
$3  or  $4  per  mile  for  both  BLS  (A0020)  and  ALS  (A0221)  runs. 

The  iverage  rates  for  Puerto  Rico  and  the  Virgin  Islands  (P.R7V.I.)  indicated 
problems  with  the  qtiality  of  claims  data  from  these  localities.  For  example,  the 
calculated  average  allowed  charge  for  P.R7V.I.  was  $1,326  per  BLS  mile.  In  addition, 
other  analyses  also  discovered  problems  with  P.R./V.I.  claims  data.  Due  to  doubts 
about  the  validity  of  ambulance  claims  dau  in  P.R/V.I.  in  both  the  aggregate  and  on 
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average,  claims  data  for  these  carriers  were  excluded  from  this  analysis  of  Medicare 
claims.  — 

Another  quality  consideration  with  the  Medicare  claims  data  was  the  range 
and  standard  deviation  of  allowed  charges  for  select  HCPCS  procedure  codes  and  the 
consideration  of  outliers.  For  example,  although  the  Procedure  File  indicated  an 
average  allowed  charge  of  $81  for  a  BLS  base  rate  (AOOlO),  the  charge  data  ranged 
from  just  over  two  dollars  to  $471.  In  addition,  the  standard  deviation  (S.D.)  for  BLS 
base  rates  was  $31,  or  more  than  one-third  of  the  mean.  Ranges  and  standard 
deviations  for  the  other  most  common  HCPCS  ambulance  codes  are  also  large,  as 
indicated  in  Table  3-2. 

Cross-carrier  differences  in  allowed  charges  for  these  procedure  codes  account 
for  some,  but  not  all,  of  this  variation  for  selected  HCPCS  codes.  Table  CI  in 
Appendix  C  includes  the  minimum,  maximum,  standard  deviation,  and  mean  for  the  five 
HCPCS  codes  on  a  per  carrier  basis.  While  almost  all  carriers  had  standard  deviations 
of  less  than  $1.00  for  mileage  codes  and  S.D.  less  than  $25  for  base  rates,  large  ranges 
and  standard  deviations  occurred  among  Medicare  claims  for  some  individual  earners. 
For  example.  Mutual  Medical  Insurance  of  Indiana  allowed  an  average  charge  of  $2.35 
for  ALS  mileage  but  rates  ranged  from  a  low  of  $1.31  to  a  high  of  $198  with  a 
standard  deviation  equal  to  almost  one-third  of  the  mean.  Similarly,  Nationwide  of 
Ohio  had  ALS  inclusive  and  non-inclusive  base  rates  ranging  from  $6  to  $472  and  from 
$13  to  $420,  respectively. 
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maximum  BLS  mileage  case,  the  allowed  charges  ot  $206  were  divided  by  the  VITL  S 
value  of  1  mile  to  re^th  an  estimated  per  mile  rate  of  S206.  In  this  and  similar  cases 
of  1-mile  ambulance  trips,  it  is  assumed  that  either  the  MTUS  incorrectly  stated  the 
number  of  miles  traveled  or  the  charge  actually  referred  to  a  base  rate  rather  than  >i 
mileage  charge.  These  problems  were  more  prevalent  tor  the  earners  in  Washmkit.'n 
and  Oregon.  For  presentation  of  code-specific  average  allowed  charges,  outliers  v^cre 
removed.  They  accounted  for  approximately  5  percent  ot  allowed  charges.  Ho\^e%cr. 
since  aggregate  ambulance  spending  was  not  affected  by  these  data  quality  problems, 
these  outliers  were  not  removed  for  aggregate  analyses. 

A  fourth  major  quality  consideration  was  the  adequacy  of  the  sample  size  in  the 
Provider  File.  Since  this  file  only  includes  a  five  percent  sample  of  providers,  it  was 
unclear  whether  the  provider  data  would  be  sutficient  to  identify  significant  urban/rural 
differences  and  assignment  rate  patterns  across  earners.  The  1987  Provider  File 
included  677  ambulance  providers,  330  urban  and  347  rural,  where  rural  is  defined  as 
any  location  outside  a  Census  Metropolitan  Statistical  Area  (MSA).  Unfortunately,  this 
sample  was  not  large  enough  to  compare  differences  among  the  carriers.  In  addition, 
this  five  percent  sample  of  providers  was  insufficient  for  linking  Medicare  claims  data 
with  the  four-state  provider  survey  described  m  Section  4.  For  example,  only  32  Texas 
providers  were  included  in  the  claims  data  and  1 1  of  these  providers  were  designated  .n 
rural.  When  these  32  Texas  providers  were  matched  to  data  from  the  Survey  of 
Ambulance  Providers,  only  5  providers  were  found  in  both  data  sources.  Similarly,  ot 
the  IS  Michigan  providers  in  the  Medicare  claims  data,  only  3  also  responded  to  the 
Provider  SurvayL  A«  indicated  by  Table  3-3.  similar  small  samples  of  providers  in 
Medicare  claiai  data  were  found  for  the  remaining  carriers  in  the  four-State  provider 
survey.  Consequently,  the  relationship  between  Medicare  allowed  charges  and  provider 
costs  could  not  be  adequately  examined  by  directly  linking  the  common  providers  in 
these  two  data  sources. 
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T.\BLE  3-3 


Nimiber  of  Providers  in  the  BVtAD  Provider  File 
for  States  in  the  Provider  Survey 


State 


Urban 


Rural 


Total 


California 


15 


4 


19 


Massachusetts 


11 


12 


Michigan 


6 


9 


15 


Texas 


:i 


11 


32 


Source:  Project  HOPE  calculations  using  the  iy«7  Provider  File 

The  fifth  main  data  quality  consideration  was  evaluating  the  percent  of  missing  values 
in  Medicare  ambulance  claim  records.  The  largest  quality  problem  in  this  area  was  :ne 
lack  of  modifiers  which  identify  the  origin  and/ or  destination  of  ambulance  runs. 
Modifiers  arc  two-letter  variables  defined  by  HCFA  or  .Medicare  carriers;  a  list  of 
modifiers  and  their  definitions  is  provided  in  Appendix  B.  A  significant  number  ot 
carriers  do  not  include  modificn  in  their  ambulance  claims  data.  Over  half  of  all 
records  with  ambulance  base  rates  do  not  include  modifiers.  Consequently,  it  is  ditti^u.; 
to  get  an  overall  picttirc  of  the  use  of  ambulance  services  by  beneficiaries  in  differcni 
settings,  i.e.,  hospital,  nursing  home,  and  community  residents. 

Finally,  [iiiiniiig  charge  rates  for  select  HCPCS  codes  were  compared  to  average 
Medicare  anowed  charges  in  order  to  assess  the  quality  of  the  prevailing  charge  file 
As  noted  in  Section  I,  a  fee  screen  was  introduced  m  1986  known  as  the  inflation- 
indexed  charge,  or  IIC.  This  screen  was  baxd  on  the  lowest  pricing  screen  in  the 
previous  year  and  a  restrictive  inflation  factor    Between  1985  ind  1987,  this  screen 


allowed  prices  to  rise  less  than  two  percent.  Due  to  the  constraining  effect  of  this 
screen,  it  is  likely  tha«he  IIC  was  the  relevant  tee  screen  used  by  most  carriers  m 
setting  charges  for  ambulance  services.  The  Prevailing  Charge  File  does  not  include 
information  on  the  IIC  The  75th  percentile  of  customary  charges  is  the  only  rekvan: 
pricing  screen  included  in  this  file.  In  general,  there  were  numerous  data  quality 
problems  with  this  file.  These  are  highlighted  in  the  following  discussions. 

Table  C2  (Appendix  C)  presents  an  array  of  prevailing  charges  and  average 
Medicare  allowed  charge  for  four  HCPCS  codes  (AOOIO,  AU020.  A0220.  and  A02:h 
carrier.  Information  is  missing  on  this  file  for  seven  carriers  including  the  one  covennc 
railroad  retirees  and  those  representing  the  States  of:  Florida.  Tennessee.  Michigan. 
Wisconsin,  Kansas,  and  Hawaii.  In  addition,  prevailing  charge  screens  of  zero  were 
listed  for  at  least  one  of  the  four  codes  in  Blue  Shield  of  Western  New  York  and 
carriers  in  the  states  of  Maryland,  South  Carolma,  Iowa.  Missouri,  and  Nebraska. 
Missing  values  are  represented  by  a  dash  in  the  table,  so  it  is  unclear  what  the  zero 
value  indicates. 

Several  carriers  had  missing  values  for  ALS  rates.  Often  these  were  in  areas  where 
Medicare  did  not  reimburse  any  claims  for  the  selected  codes.  However,  carriers  m 
Rhode  Island,  Delaware,  Pennsylvania,  Mississippi,  Montana,  Utah,  and  Nevada  were 
missing  prevailing  charge  rates  for  the  ALS  base  code,  despite  having  reimbursed  for 
this  particular  procedure  code  in  1987. 

Although  vntatkms  in  the  spread  between  prevailing  charges  and  allowed  charges 
are  expected,  die  to  the  four  different  charge  screens  carriers  use,  prevailing  charge 
screens  were  actually  lower  than  average  allowed  charge  in  nine  carriers  (Massachus<t!% 
West  Virginia,  Mississippi,  Ohio,  Texas,  Kansas.  Arizona,  Nevada,  and  Oregon).  In 
Nevada,  the  average  allowed  charges  for  the  BLS  base  rate  (AQDIO)  was  nearly  twice 
high  as  the  75th  perccntUe  of  prevailing  charges.  On  the  other  end  of  the  scale. 
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average  allowed  charge  for  the  BLS  base  rate  was  only  30  percent  ot'  the  prevailin,i 
charge  for  the  carrietin  Alaska.  In  general,  however,  average  allowed  charges  wa;> 
roughly  sixty  to  eighty  percent  of  the  prevailing  charge  screen,  a  range  that  seems 
reasonable. 

3.4  Descriptive  Analyses 

The  following  text  and  figures  summarize  the  results  of  the  descriptive  Medicare 
claims  analysis.  Additional  large  tables  are  included  m  Appendix  D  and  are  referred  m 
in  this  section  as  Tables  Dl  through  D8. 

3.4.1  Total  Medicare  Ambulance  Spending 

Total  allowed  charges  for  Medicare  ambulance  services,  defined  as  claims  from 
Specialty  59  providers,  equalled  $601,7  million  in  1987.  This  total  is  broken  down  by 
region  and  by  carrier  in  Table  Dl.  Regional  ambulance  spending  ranged  from 
$11.3  million  in  Region  VIII  (Colorado,  Montana,  North  and  South  Dakota,  Utah,  and 
Wyoming)  to  $116.8  million  in  Region  V  (Illinois.  Indiana,  Michigan,  Minnesota,  Ohio, 
and  Wisconsin).  Allowed  charges  per  carrier  varied  from  a  low  of  $107,142  at  Alaska S 
Aetna  to  a  high  of  almost  $53  million  at  Pennsylvania  Blue  Shield  and  California 
Physicians  Service.  Altogether,  carriers  in  eight  States  accounted  for  nearly  60  percent 
of  Medicare  allowed  charges  for  ambulance  services.  By  percent  of  total,  the  leading 
States  were:  California  (15J),  New  York  (8.9).  Pennsylvania  (8.8),  Massachusetts  (6.9). 
Ohio  (6.1),  MhUsan  (4.7),  Texas  (4.6),  and  Florida  (4.3). 

As  shown  in  Table  3-4,  the  bulk  of  Medicare  s  allowed  charges  for  ambulance 
services  in  1987,  or  an  estimated  $487  million,  was  for  services  rendered  in  a  BLS 
suppon  trip  (81  percent).  An  estimated  $115  million  was  for  ALS  services,  and 
$241,000  for  air  ambulance  services.  Because  air  ambulance  services  comprised  such  .i 
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small  percent  of  total  ambulance  use  under  Medicare  (.04  percent),  this  report  has 
focused  primarily  on  ground  transport.  (The  distribution  ot"  allowed  charges  by  level 
service  is  examined  in  greater  detail  in  Section  3.4.6.) 

The  use  of  ambulance  services  was  also  concentrated  on  beneficiaries  residing  m 
urban  areas  (an  estimated  $483  million,  or  SO  percent  of  total  allowed  charges).  V^^lic 
this  is  somewhat  reflective  of  the  urban  concentration  of  the  Medicare  population 
(approximately  73  percent  lived  in  urban  areas  in  1987)  other  factors  contribute  to 
higher  urban  spending  (see  especially  Section  3.4.7  and  Section  4.0).  Because  urban 
and  rural  differentials  are  germane  to  address  the  issues  raised  by  the  legislative 
mandate  for  this  report,  they  are  examined  whenever  possible. 

3.42  Allowed  Charges  for  Ambulance  Services  by  Procedure  Code 

Much  of  the  spending  for  ambulance  services  can  be  accounted  for  by  relatively  few 
codes.  The  twelve  HCPCS  codes  accounting  for  the  largest  proportion  of  total  allowed 
charges  are  listed  in  Table  3-5.  Allowed  charges  for  BLS  base  rates  (AOOlO)  and  BLS 
mileage  (A0020)  were  $271.9  million  and  584.1  million,  respectively.  Inclusive  ALS 
base  rates  (A0220)  accounted  for  almost  $72.8  million  and  return  trip  transports 
(A0222)  were  responsible  for  $25.4  million  in  allowed  charges  in  1987.  These  four 
codes  (AOOlO,  A0020,  A0220,  and  A0222)  accounted  for  over  three-fourths  of 
ambulance  spending. 
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Tabl*  1-4   aaaMry  e(  Nadle«r«  UloiMd  Ch«rg«i  for  Ambulane*  Sarvuts,  I9t7 


UloMd  Cbarga*  Farcanc 


TeUl  HOI, 74}, 000  100.00% 

Lawcl  e(  ••rviea 


AU  1114, MB, 000  19.10% 

■U  t4M,Si«,000  •0.14% 

Air  »       241,000  0.04% 

Loeatlea 


Ortan  1442, 103, 000  «0.2S% 

•oral  sua, 441, 000  19.7S% 


■etai      BatlaatM  baaad  on  apply  lag  auasax  of  naa  aad  avaraqa  allowad  enarga  par  rua  obtainad  froa  tha  1947  imas 

•ftetaxy  rila  to  tqqtmqutm  ebmrqu  da«a  froa  Ui«  1947  mao  rroeadura  flla.    All  aultlpla  trlpa  la  ena  i»y  »«ra 
to  ba  baale  Ufa  aappert. 
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Tabl*  3-S.    Allowed  Char;*! 

by  Procadura 

Coda,  U.S.  Total, 

1997 

■oca 

Ailowad 

Cuaulatlva 

cod* 

DMcrlptlen 

Chargaa 

Pareant 

Pareant 

AOOlO 

■LS,  •••«  lUtt,  Ob*  Way 

S  271.924,034 

4S.e% 

43.6% 

A0030 

■U>  Far  Mlla,  On*  way 

•4,441, 923 

14.1% 

59  •  %\ 

M330 

AL4,  laa*  Rata,  Incluaiva 

72,756,003 

12.2% 

72.0% 

A0332 

■•■WAS  lib  V     0V»  '  Aha  V     fW                                         A  &  ■nvBWS  % 

76  •  2% 

AOISO 

■onaaargancy  Tzaoaport,  Baaa  Rata,  Ona  way 

20,f74,6St 

3.3% 

79.7% 

A0231 

ALf .  laaa  Rata,  Ronlaclualva 

20,SM,219 

3.3% 

93.2% 

MOTO 

Aabulanca  Mrvicaa,  aacyyan 

IS. 112, 192 

2.3% 

93.7% 

A0331 

AM,  rax  Nlla,  oaa  Way 

9,119.413 

1.3% 

97.2% 

AOflM 

Nlae.  Aabulaaca  •arvlea 

2.1«3,C60 

0.4% 

97. •% 

•300S 

■laetroeardlograa 

1,479,244 

0.2% 

97.9% 

Aoieo 

■eoaaaxgaBcy  Traoapert:  Tasl,  latraclty 

1,131,1111 

0.2% 

99.0% 

A031S 

Aabulaaca,  Hlae.  Dlapoaatla  lappllaa 

1,011,327 

0.2% 

99.2% 

Otbax 

7S, 919.4*3 

12.tl% 

100.0% 

Total 

•01,409,193 

100.0% 

aetat    iMladaa  Fvarto  Rlea/vizgla  lalaada  data. 


■oaxeai    frojaet  mn  Caleulatloaa  frea  1997  MAD  rtoeaduza  rila. 


Procedure  codes  are  listed  by  descending  order  ot"  allowed  charges  by  carrier  ;n 
Table  D2.  For  mosPcarriers,  more  than  70  percent  of  allowed  charges  in  1987  could 
be  accounted  for  by  two  codes:  AOOlO  (Base  Rate.  BLS);  and  A0020  (ELS.  per  mile). 
This  proportion  was  higher  in  the  Northeast  (often  around  90  percent)  than  in  the 
West  (often  around  60  percent).  In  the  latter.  ALS  codes  were  used  more  frequentK. 
Some  carriers  deviated  from  this  norm  by  using  alternative  codes  for  BLS  runs.  For 
example,  carriers  in  the  states  of  Alabama,  Texas,  and  Kansas  predominantly  used  code 
A0150  (nonemergency  ambulance  transport).  The  carrier  in  Ohio  and  the  carrier  for 
railroad  retirees  also  frequently  used  this  code.  The  code  designating  a  return 
ambulance  trip  (A0222)  was  frequently  used  by  carriers  in  the  states  of  Ohio, 
Tennessee,  and  Texas.  As  discussed  in  more  detail  in  the  next  section,  local  codes  were 
used  by  Empire  Blue  Cross/Blue  Shield  in  New  York  and  Occidental  Life  in  California. 

There  appeared  to  be  some  evidence  of  ambulance-related  coding  problems  in 
particular  carriers.  As  shown  in  Table  3-5,  miscellaneous  ambulance  services  (A0999) 
and  nonemergency  transports  by  intracity  taxis  (AO  100)  were  responsible  for 
$2.2  million  and  $L1  million  in  allowed  charges,  respectively.  The  latter  is  not 
reimbursable  under  Medicare.  Seven  carriers  accounted  for  72  percent  of  all  allowed 
charges  for  miscellaneous  ambulance  services  (A0999).  These  carriers,  in  descending 
order  of  the  charges  for  this  code,  were:  Nationwide  of  Ohio  ($376,691);  Mutual 
Medical  Insurance  of  Indiana  ($318,055);  Travelers  for  Railroad  Retirees  ($272,372): 
Group  Medical  and  Surgical  of  Texas  ($187,907);  Nationwide  of  West  Virginia 
($163,754);  Pennsylvania  Blue  Shield  of  Pennsylvania  ($146,853);  and  Washington 
Physicians'  Service  of  Washington  state  ($120,559).  (These  data  are  not  shown  in  a 
table.)  South  Carolina  alone  accounted  for  over  99  percent  of  all  allowed  charges  for 
nonemergency  taxi  transports  (AOlOO). 

Apart  from  mileage,  oxygen  accounted  for  the  most  spending  for  add-on  services 
among  the  carriers  (Table  3-5).  Other  add-on  services  rarely  accounted  for  more  than 
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two  percent  of  total  ambulance  charges  for  a  particular  earner  (data  not  shown). 
Exceptions  to  this  Nwre  add-ons  for  night  differentials,  which  were  common  among 
carriers  in  the  states  of  Maryland,  Texas,  and  California,  and  add-ons  for  EKG 
monitoring,  for  carriers  in  the  states  of  Alabama.  South  Carolina.  Illinois,  Texas, 
Kansas,  and  Missouri.  Miscellaneous  disposable  supplies  accounted  for  more  than  four 
percent  of  ambulance  spending  by  the  carrier  in  Colorado. 

Charges  for  air  transport  was  rare.  However,  air  transport  was  important  for  earners 
in  the  states  of  Montana,  Wyoming,  and  Alaska,  accounting  for  five  to  eight  percent  ot 
total  allowed  charges. 

For  cross-carrier  comparisons,  five  common  procedure  codes  accounted  for  a  large 
ponion  of  ambulance  spending:  AOOlO  (BLS  base  rate),  A0020  (BLS  mileage),  A0220 
(inclusive  ALS  base  rate),  A0221  (ALS  mileage)  and  A0223  (nonindusive  ALS  base 
rate)  were  selected.  Average  allowed  charge  per  carrier  for  each  of  these  codes  are 
presented  in  Table  D3.  The  minimum,  maximum,  standard  deviation,  and  mean 
allowed  charge  per  carrier  for  each  of  these  procedure  codes  is  presented  in  Table  C I 
in  Appendix  C. 

Average  allowed  charge  for  a  BLS  base  rate  ranged  from  a  low  of  S45.55  for  the 
carrier  serving  the  State  of  North  Carolina  to  a  high  of  $129.98  at  Group  Health  of 
New  YorL  In  addition  to  regional  cost  differences.  Group  Health  of  New  York's  BLS 
base  rate  may  be  somewhat  higher  to  incorporate  mileage  reimbursement  since  they  did 
not  reimburse  leparatety  for  BLS  mileage.  Ail  other  carriers  reimbursed  for  BLS 
mileage  with  rates  ranging  from  $1.20  for  the  carrier  serving  Mississippi  to  just  over 
$5.00  in  Massachusetts  and  California. 

All  carriers  allowed  higher  charges  for  ALS  base  rates  than  for  BLS  base  rates. 
Most  ALS  claims  (70  percent)  were  for  the  all-mclusive  ALS  base  rate  code  (A0220) 


(calculated  from  Table  CI).  Average  allowed  charge  tor  inclusive  ALS  base  rates 
ranged  from  $56.59  for  the  carrier  in  South  Carolina  to  S284.85  for  the  carrier  serving 
the  state  of  Oklahoma.  Most  likely  because  claims  submitted  tor  the  non-inclusive  .\LS 
base  rate  (A0223)  represented  different  ambulance  firms,  inclusive  rates  were  not 
consistently  above  noninclusive  rates. 

Average  allowed  charge  for  ALS  mileage  ranged  from  SI.  18  for  the  carrier  in 
Missouri  to  $5.88  for  the  carriers  in  Massachusetts.  Of  the  carriers  not  using  the  ALS 
mileage  code  A0221,  seven  used  only  the  ALS  inclusive  base  rate.  The  remaining  two 
carriers  with  no  allowed  charges  for  ALS  mileage  may  have  paid  for  ALS  mileage  at 
the  BLS  mileage  rate. 

3.4J  Use  of  Local  Codes 

As  shown  in  Tabic  D4,  local  codes  represented  12  percent  of  all  Medicare  allowed 
charges  for  ambulance  services.  The  extent  of  local  codes  used  by  carriers  ranged  from 
zero  to  nearly  70  percent  of  a  carrier's  total  ambulance  spending.  The  following  six 
carriers  did  not  use  any  local  codes  in  billing  ambulance  services:  Blue  Shield  of 
Rhode  Island,  Prudential  of  New  Jersey,  Blue  Shield  of  Florida,  Equitable  Life 
Insurance  of  Wyoming,  Aetna  Life  and  Casualty  of  Hawaii,  and  Equitable  Life 
Insurance  of  Idaho.  Another  four  carriers  had  less  than  $1,000  in  allowed  charges  for 
ambulance-related  local  codes. 

In  contrast,  Empire  Blue  Cross/Blue  Shield  of  New  York  and  Occidental  Life  in 
California  billed  69  percent  and  44  percent,  respectively,  of  their  ambulance  spending  m 
local  codes.  Nationally,  carriers  in  New  York.  California,  and  Oregon  accounted  for 
over  82  percent  of  allowed  charges  for  local  codes  billed  by  ambulance  providers  in 
1987. 
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3.4.4   Charges  for  Nonambulance  Services  bv  Ambulance 
Providers 

A  total  of  $5.5  million  in  allowed  charges  for  nonambulance  codes  was  charged  by 
ambulance  providers  (denoted  as  Specialty  59  providers).  This  represents  only  0.93 
percent  of  the  5601.7  million  that  Medicare  deemed  as  allowable  charges  for  ambulance 
services  in  1987.  The  types  of  nonambulance  codes  charged  by  Specialty  59  providers 
are  listed  in  Table  3-6.  Over  $4.7  million  of  these  allowed  charges,  or  85  percent,  were 
for  undefined  local  codes  charged  by  ambulance  providers.  Undefined  local  codes  were 
considered  to  be  for  "nonambulance"  services  since  they  could  not  be  attributed  to 
specific  types  of  ambulance  services.  However,  tt  is  likely  that  at  least  some  of  these 
undefined  local  codes  represent  billings  for  ambulance  services.  Consequently,  including 
undefined  local  codes  in  the  definition  of  nonambulance  services  may  overestimate  the 
total  nonambulance  charges  by  ambulance  providers.  The  second  largest  group  of 
nonambulance  codes  charged  by  ambulance  providers  was  for  durable  medical 
equipment  which  accounted  for  almost  11  percent  of  nonambulance  expenditures  in  this 
analysis. 

Nonambulance  charges  by  ambulance  providers  were  concentrated  in  a  few  carriers. 
Table  D5  presents  allowed  charges  for  nonambulance  services  by  ambulance  providers 
on  a  per  carrier  basis.    Nearly  three-founhs  of  all  nonambulance  spending  in  1987  wa^ 
accounted  for  by  two  carrien:  Nationwide  of  Ohio  (61  percent  and  the  Travelers  m 
Connecticut  (12  percent).  None  of  the  remaining  carriers  accounted  for  more  than  tDur 
percent  of  nonambulance  spending. 


  TaAla  1-6.    Madlcara  Allowad  Chargai  for  !fon<acul«ne* 

—  Sarvlea*  Dy  AafiuXanc*  Suppiiari,  1947 

Allowed  Parcant 
C^tagory  Chargaa  of  Total 


nodafinad  Local  Cedaa 

6S.10% 

Durafila  Hadleal  Iquipaant 

602, S41 

10.6S% 

Cannula 

121,10} 

2.11% 

■raathlttf  Circulca 

101, 400 

1.61% 

■oapital  lad,  total  alactrlc 

S9,19S 

1.07% 

■eapltal  Sad,  wita  aldacalla 

4S,627 

0.62% 

Wboalebalr 

19,446 

0.71% 

Vaxlablo  Coaeantratloa  Haak 

10,610 

o.ss% 

aqrvas  Ceaeantrater 

17. 5S0 

0.12% 

Fhyalelan  Vlalt 

40,49S 

0.71% 

Cxltleal  Car* 

14,014 

0.61% 

tarehiatste  rtoeaduxM 

21,774 

0.41% 

Orttotlm 

17,099 

0.11% 

Badlelogr 

6,247 

0.1S% 

6,016 

0.14% 

OpatAalsDlegy 

7,526 

0.14% 

txaatlMtlea 

S,046 

0.09% 

Vattolonr 

2,091 

0.04% 

Otliar 

67,271 

1.21% 

Total 

S,}S2,400 

100.00% 

tacoMt  e(  TotAl  AlloMd  C&ar«M  for  tabalaoM  SMvieaa 

■etat  ftoMdur*  eada  *appla«  to  gwMtal  eatagorlaa  la  ilatad  la  AppaodUi. 
loomt    rra]*et  HVt  Caleulatleoa  ftoa  19«T  MOD  rroeadoro  rila 
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3.4.5  Allowed  Charges  for  Ambulance  Services  by  Nonambulance  Providers 

In  1987,  Medicare  allowed  $5.3  million  in  charges  tor  ambulance  services  provided  hv 
suppliers  other  than  Specialty  59.  This  represents  0.9  percent  of  total  .Medicare  allowed 
charges  for  ambulance  services.  The  types  of  suppliers,  other  than  Specialty  59. 
providing  ambulance  services  and  the  respective  allowed  charges  per  type  are  presented 
in  Table  3-7.  Providers  listed  as  Specialty  99  (Unknown  Specialty)  accounted  for 
slightly  more  than  half  of  Medicare's  allowed  charges  for  ambulance  related  services  bv 
providers  other  than  Specialty  59.  Providers  identified  as  Specialty  87  (All  Other)  and 
88  (Unknown  Suppliers)  accounted  for  almost  30  and  15  percent,  respectively,  of  all 
allowed  charges  for  ambulance  related  services  by  non-ambulance  providers.  These 
three  specialty  codes  do  not  necessarily  imply  than  the  providers  of  these  ambulance 
services  were  not  ambulance  providers.  Since  specialty  codes  99,  87,  and  88  are  more 
general  categories  for  unknown  or  other  suppliers,  some  of  these  providers  may  be 
ambulance  providers  that  were  correctly,  or  incorrectly,  coded  in  specialties  other  than 
59. 

The  distribution  of  allowed  charges  for  ambulance  related  services  provided  by 
providers  other  than  specialty  59  is  shown  in  Table  D6  by  region  and  carrier.  Oregon 
alone  accounted  for  half  of  total  allowed  charges  on  ambulance-related  services 
provided  by  suppliers  other  than  Specialty  59.  Washington  was  the  second  highest 
carrier  with  almost  19  percent  and  Virginia  was  third  with  12  percent  of  the'  charges 
allowed.  No  other  carriers  accounted  for  more  than  4  percent  of  allowed  charges  for 
ambulance  services  provided  by  nonarabulance  suppliers. 
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T«bl«  3-7.    (»«d<e«rt  AUoMad  Charges  for  Providtrt  Othtr  than  Sptcialty  59,  1987 


Providtr  Typt  (Spacialty  Nvjiter) 


AllotMd 
ChargM 


Ptretnt 

of  Total 


Unknot*^  Specialty  (99) 

All  Othar  («7) 

unknown  Sti^li  ar  (88) 

Clinic  or  Othar  Grot^  Practice  (70) 

Hiscallanaoua 


2,725,132 
1,575,418 
768,242 
180,168 
52.391 


51. 4X 
29. 7X 

u.sx 

3.4X 
1.0X 


Total 


5,301,371 


100. OX 


Total  AlloMad  Oiarva  for 


601,416,919 


M*ulwva  lelatad  Codaa 

AtlOMad  Charfaa  Provider* 
Ottier  Than  Specialty 
59  aa  a  Percent  of  Tetel 
Aliened  C^erfee  for  Aafeulanee 
lelatad  Cade* 


Source:   Project  mn  Calculatlone  froa  19*7  IMAD  Procedure  Mie 

Note:   Aatelme  aervlcee  Include  alleiMd  elier««a  for  all 
aitularwe  cadee  Kated  tn  Appandfi  A.   TliU  differs 
froai  the  priaary  definition  uMd  In  thU  report  of 
cherpeo  aliened  to  Specialty  S«.   See  toction  3.2.2 
for  an  explanation. 


The  top  six  carriers  in  terms  of  ambulance-related  charges  for  providers  other  than 
Specialty  59  are  listecl  in  Table  3-8  along  with  the  codes  accounting  for  the  greatest 
proportion  of  these  charges.  For  example.  Oregon  allowed  charges  of  almost  S2.7 
million  on  ambulance-related  services  provided  by  specialties  other  than  59  but  one 
local  oxygen  code  was  responsible  for  96  percent  of  these  charges.  A  different  local 
code  accounted  for  the  majority  of  ambulance  spending  for  nonambulance  suppliers  in 
all  of  the  top  five  carriers  in  Table  3-8.  Only  Illinois,  with  almost  S91.000  in 
ambulance-related  charges  paid  to  nonambulance  suppliers,  reimbursed  providers  other 
than  Specialty  59  for  level  II  HCPCS  ambulance  codes. 

3.4.6  Frequency  and  Avenift  Charge  Allowed  Per  Trip  bv  Level  of  Service 

In  1987,  approximately  4.4  million  ambulance  trips  were  provided  to  Medicare 
beneficiaries.  Claims  could  be  grouped  into  unique  runs  in  order  to  analyze  the 
number  of  runs  and  the  average  allowed  charge  by  level  of  service  for  approximately 
73  percent  of  these  runs  (sec  Section  3.2.3  for  a  more  detailed  discussion).  This 
discussion  pertains  only  to  those  uniquely-identified  runs.  Fewer  than  one  percent  of 
these  could  not  be  identified  by  level  of  service. 

Average  allowed  charge  per  trip  by  level  of  service  is  presented  by  carrier  and  region 
in  Table  D7.  Allowed  charges  for  an  ALS  run  were,  on  average,  75  percent  higher 
than  that  for  a  BLS  rtm  ($202  compared  to  $115).  As  noted  earlier,  most  carriers 
reimbursed  for  both  levels  of  service.  Exceptions  were  the  carriers  in  New  Jersey  and 
Maryland  and  Group  Health  of  New  York,  which  reimbursed  only  for  BLS  runs. 

As  noted  in  the  table,  wide  variation  existed  across  carriers.  Allowed  charges  for 
BLS  runs  ranged  from  a  low  of  $56  in  West  Virginia,  to  a  high  of  $189  in 
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Massachusetts."  ALS  allowed  charges  varied  from  S60  in  Washington.  D.C.  to  a  hi£ 
$344  in  OkJahoma.  Almost  all  of  the  runs  that  were  not  identifiable  by  level  of  sei 
occurred  in  South  Carolina.  The  average  allowed  charge  for  runs  not  identified  by 
service  level  was  $80. 


Within  carriers,  allowed  charges  also  ranged  widely  as  evidenced  by  the  coefficient  ot 
variation  (CV),  the  percent  of  the  mean  represented  by  the  standard  deviation.  The 
CV  often  equaled  50  percent  or  more  of  the  mean.  Some  of  this  variation  seems 
reasonable  and  could  be  explained  by  the  diversity  of  billing  practices  among  ambulance 
providers.  Evidence  from  the  Survey  of  Ambulance  Providers,  discussed  in  Section  4. 
indicates  wide  ranges  in  charges.  Some  providers  charge  only  nominal  fees  while  others 
charge  upwards  of  $500  for  an  ALS  run.  Nevertheless,  the  data  are  suspect  in  the 
carriers  serving  the  states  of  Pennsylvania  and  Lx)uisiana  where  the  CV  exceeded  100 
percent. 


The  Northeast  (Region  I)  and  the  West  Coast  (Regions  IX  and  X)  were  clearly  high 
charge  regions,  with  both  BLS  and  ALS  runs  averaging  significantly  higher  charges  than 
other  regions.  In  terms  of  mix  of  service  levels,  however,  the  Northeast  primarily  relied 
upon  BLS  runs  while  regions  in  the  west  (Regions  VIII,  IX  and  X),  most  frequently 
resorted  to  ALS  runs.  Carrien  with  a  high  percent  of  ALS  runs  (25  percent  more) 
served  states  that  include:  New  Mexico,  Texas,  Kansas,  Michigan,  Colorado,  Arizona. 
California,  Idaho,  and  Oregon.  Nearly  60  percent  of  all  ambulance  runs  reimbursed  b\ 
the  carrier  in  Michigan  and  45  percent  of  all  ambulance  runs  reimbursed  by  California 
Physicians'  Sexvice  were  ALS. 

The  charge  differential  between  ALS  and  BLS  runs  was  slightly  greater  in  areas  that 
had  a  high  percent  of  ALS  runs  to  total.  For  example,  in  New  England  (Region  I), 
where  ALS  runs  accounted  for  only  2.4  percent  uf  total  runs,  the  allowed  charge  fur  jn 
average  ALS  trip  was  42  percent  more  than  an  average  BLS  trip.  On  the  other  hand. 
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average  ALS  trip  was  42  percent  more  than  an  average  BLS  trip.  On  the  other  ha 
in  Region  IX  (whichjncludes  California)  where  ALS  runs  comprised  more  than 
35  percent  of  the  total,  carriers  allowed  charges  that  were  84  percent  more,  on  avei 
for  an  ALS  as  opposed  to  a  BLS  run. 


One  issue  of  concern  is  the  impact  that  unbundling  of  services  has  on  the  overall 
price  of  an  ambulance  trip.  That  is,-  what  is  the  average  amount  that  add-on  services, 
such  as  mileage,  oxygen,  EKG  monitoring,  and  supplies,  contribute  to  the  price  of  an 
ambulance  trip?  This  issue  can  be  assessed  by  comparing  the  allowed  charge  for 
standard  base  codes  (AOOIO-BLS  base  rate--and  A0223--ALS  base  rate)  to  these 
average  trip  prices  (shown  in  Table  D8).  In  general,  add-on  services  add  42  percent  to 
the  price  of  a  BLS  trip  ($115  compared  to  S81)  and  74  percent  to  the  price  of  an  ALS 
trip  ($202  compared  to  $116). 

This  differential  between  the  BLS  base  rate  and  the  average  allowed  charge  for  a 
BLS  trip  varies  among  the  carriers.  Mileage  is  undoubtedly  the  most  important  factor 
contributing  to  this  differential,  with  Kansas  and  Wyoming  among  those  carriers  with 
the  highest  differentials  (73  and  98  percent  above  base  rate  reimbursements, 
respectively).  The  importance  of  mileage  to  overall  charges  was  underscored  in  an 
earlier  comparison  of  allowed  charges  by  procedure  code  (Table  3-5).  Charges  for  the 
primary  BLS  mileage  code  (A0020)  accounted  for  $84  million  of  the  $601.7  million 
Medicare  reimbursed  to  ambulance  providers.  This  was  second  only  to  reimbursement 
for  the  most  commonly-used  BLS  base  rate  code  (AOOlO).  In  a  pretest  of  our 
definition  of  an  ambulance  run,  the  imponance  of  mileage  to  the  overall  charge  for  an 
ambulance  trip  was  also  underscored.  Based  on  a  nonrandom  sample  of  cost  outliers, 
two  runs  with  charges  of  more  than  $1,000  were  analyzed.  In  both  cases,  the  distance 
covered  in  the  trip  was  nearly  200  miles.  Mileage  charges  exceeded  $900  in  both 
instances. 
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As  discussed  in  Section  3.4.2,  most  carriers  use  an  all-inclusive  rate  in  reimbursing 
for  ALS  services.  Caution  must  be  exercised  in  making  comparisons  for  ALS  rates 
since  the  charge  of  inclusive  rate  trips  has  been  included  in  calculating  the  overall 
average  charge  for  an  ALS  trip.  However,  four  of  the  carriers  that  use  the  noninciusivf 
ALS  base  rate  allowed,  on  average,  more  than  twice  as  much  for  an  ALS  trip  as  for 
the  ALS  noninclusive  base  rate.  These  carriers  served  the  states  of  .Massachusetts 
($259  vs.  $121),  Maine  ($199  vs.  $95),  Virginia  ($128  vs.  $43).  Ohio  ($275  vs.  $81). 
Arkansas  ($188  vs.  $65),  and  Louisiana  ($239  vs.  $115). 

3.4.7  Characteristics  of  Bcneflciaries  Usint  Ambulance  Service 

As  noted  earlier,  a  separate  analytic  file  was  created  that  included  uniquely-identified 
ambulance  runs  in  order  to  analyze  allowed  charges  by  level  of  service  (representing  73 
percent  of  all  runs  in  1987).  The  characteristics  of  those  users  of  ambulance  services 
that  received  no  more  than  one  run  in  the  same  day  are  presented  in  Table  3-9. 
Persons  aged  75  or  older  and  persons  residing  in  the  Northeast  (Region  I)  were 
substantially  more  likely  to  use  ambulance  services  among  this  group  (102  and  92  users 
per  thousand  beneficiaries,  respectively,  compared  to  62  per  thousand  for  Medicare  as  a 
whole). 

Although  the  number  of  nms  per  user  was  relatively  consistent  across  population 
groups  (averaging  1.66),  persons  with  end-stage  renal  disease  averaged  more- than  three 
times  the  norm  (5.42  runs  per  user).  These  persons  also  had  relatively  more  costly 
ambulance  runt  ($196  compared  to  the  average  of  $129).  As  a  result,  allowed  charges 
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per  thousand  beneficiaries  was  substantially  higher  for  persons  with  end  stage  renal 
disease  ($66,697)  tha£for  the  Medicare  population  in  general  (S  13.340).  ESRD 
patients  were  also  more  likely  to  receive  more  than  one  ambulance  run  in  a  given  dav. 
as  is  discussed  later. 

Users  residing  in  Region  I  (New  England)  averaged  1.92  ambulance  runs  and 
incurred  average  allowed  charges  per  run  of  S166;  nearly  thirty  percent  higher  than  the 
average  across  Medicare.  Allowed  charges  per  1,000  beneficiaries  residing  in  this 
region,  as  a  result,  were  more  than  twice  as  high  as  the  .Medicare  average  ($29,417 
compared  to  $13,340).  Persons  residing  in  urban  areas  were  more  likely  to  use 
ambulance  services  than  those  residing  in  rural  areas  (65  as  opposed  to  57  users  per 
1,000  beneficiaries),  averaged  more  trips  per  user  (1.69  compared  to  1.57),  and  had 
more  costly  ambulance  trips  (S134  compared  to  $110.  on  average).  All  of  these  factor* 
combined  led  to  allowed  charges  per  1,000  urban  beneficiaries  ($14,818)  which  were 
50  percent  greater  than  for  rural  beneficiaries  ($9,854). 

As  a  corollary,  use  rates  were  lowest  in  the  more  rural  regions  of  the  Midwest  and 
West  (Region  VII,  VIII,  and  DC).  However,  average  reimbursement  per  run  was  higher 
than  the  overall  Medicare  average  in  two  of  these  regions  (Regions  VIII  and  IX-served 
by  carriers  in  Denver  and  San  Francisco).  Subsequently,  Medicare  reimbursement  per 
beneficiary  served  by  these  carriers  was  somewhat  higher  than  the  norm. 

Approximately  1.1  million  ambulance  runs  were  provided  to  Medicare  beneficiaries 
that  received  more  than  one  run  in  a  single  day  (Table  3-10).  Although  these  multiple 
run  users  were  predominantly  nonESRD  beneficiaries  (98  percent),  use  rates  were 
substantially  higher  among  ESRD  claimants  (at  4 1. 1  individual  trips  per  user  compared 
to  3.4  runs  per  user  for  nonESRD  patients).  Altogether  multiple  run  trips  accounted 
for  27  percent  of  all  ambulance  runs  provided  to  Medicare  beneficiaries.  The  average 
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charge  per  trip  of  $88  was  substantially  lower  than  that  for  single  trip 
summary  of  the  chaiacteristics  of  these  users  is  presented  below: 

TABLE  3-10 

Characteristics  of  Users  That  Receive  Multiple  Trips  in  a  Day 
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of 
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41.1 
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Total 

292,760 

1,176,000 

4.0 

$88 

Source:  Project  HOPE  calculations  using  the  1987  Beneficiary  File. 

When  analyzing  both  single  and  multiple  trips  together,  persons  with  ESRD  used 
services  at  ten  times  the  rate  of  non-ESRD  ambulance  users.  In  1987,  persons  with 
ESRO  received  18.7  trips  per  claimant  compared  to  1.9  trips  per  claimant  for  the  non- 
ESRD  Medicare  population. 

3.4.8    Pattcrni  In  the  Oritiii  and  Destination  of  Ambulance  Trios 

The  origin  and  destination  of  ambulance  trips  can  be  ascertained  from  BMAD 
claims  data  through  the  use  of  modifiers.  Modifiers  are  two-digit  alphanumeric  codes, 
the  first  letter  indicating  the  origin  of  an  ambulance  trip  and  the  second  indicating  the 
destination.  In  addition  to  the  use  of  local  procedure  codes,  carriers  may  also  produce 
carrier-specific  modifiers.  For  this  analysis,  local  modifiers  were  mapped  to  HCPCS 
modifiers,  when  possible.  A  detail  of  the  mapping  is  provided  in  Appendix  B. 
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Many  earners  do  not  use  modifiers.  These  carriers  include:  all  those  in  the 
Boston,  Atlanta,  and_Dallas  regions.  New  Jersey.  Group  Health  of  New  York,  Virginia 
.Minnesota,  Iowa,  Kansas,  Nebraska.  Hawaii.  Occidental  Life  of  California.  Idaho,  and 
Railroad.  Nearly  61  percent  of  ambulance  runs  could  not  be  classified  by  origin  and 
destination  (accounting  for  just  over  half  of  allowed  charges  for  ambulance  services). 

Of  those  that  could  be  classified,  a  clear  pattern  emerges  that  is  not  unexpected 
(See  Table  3-11).  More  than  seventy  percent  of  all  trips  go  to  a  hospital.  .Most  of 
these  originate  from  the  beneficiary's  home,  although  a  large  number  also  originate 
from  physicians'  offices  or  an  extended  care  facility  or  nursing  home  (ECF/NH).  The 
next  highest  number  are  those  trips  that  originate  from  a  hospital  (32.7  percent  of  all 
classifiable  trips).  These  are  largely  destined  to  the  beneficiary's  home,  or  an  extended 
care  facility  or  nursing  home.  There  is  some  concern  about  the  potential  to  abuse 
ambulance  services  fi-om  a  beneficiary's  home  to  an  ECF/NH  or  from  an  ECF/NH  to 
destinations  other  than  the  hospital.  Altogether  these  trips  accounted  for  less  than 
3  percent  of  the  total. 
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Ttblt  3-11.    Origin  and  OMtliutloa  of  Aabulanea  Trip* 
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Tabl*  3-ia.    UlMd  Cbac«M  par  Trip  by  Origin  and  D«»tln«t:on  of  Aaoul 
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Table  3-12  presents  average  allowed  charges  by  origin  and  destination.  The  mo.t 
expensive  trips  cany  "patients  from  the  hospital  setting.  By  far  the  most  expensive  ;s 
inierhospital  transfer,  most  likely  transporting  critically  ill  patients  to  receive  specialrv 
services  at  another  hospital  ($151).  Trips  fr;— :  one  ECF/'NH  to  another  are  also 
among  the  most  expensive.  The  least  expensive  trips  are  those  originating  from  a 
beneficiary's  home  to  an  ECF/'NH  ($62). 

3.4.9    Variations  in  Assignment  and  Charge  Reductions 

Ambulance  providers  have  the  option  of  deciding,  on  a  claim-by-claim  basis, 
whether  to  bill  Medicare  and  accept  its  allowed  charges  (less  the  20  percent  patient  co- 
payment)  as  payment  in  full  (i.e.,  accept  assignment)  or  to  directly  charge  the 
ambulance  user  if  that  price  exceeds  Medicare's  allowed  charge.  While  ambulance 
providers  have  a  choice  as  to  whether  to  accept  assignment,  such  acceptance  is 
preferred  by  the  Federal  government  because  of  concern  over  the  flnancial  liability  ot 
beneficiaries,  especially  for  charges  for  the  amount  exceeding  Medicare's  allowed 
charge.  Ambulance  providers  are  encouraged  to  sign  a  Medicare  panicipation 
agreement,  under  which  they  agree  to  accept  all  Medicare  cases  on  assignment  for  one 
year.  Those  that  sign  this  agreement  are  known  within  HCFA  as  panicipating 
providers. 

For  nonparticipating  providers,  the  difference  between  submitted  and  allowed 
charges  reflects  a  beneficiary  liability,  although  not  all  providers  choose  to  collect  the 
balance.  VariatioDS  in  participation  and  assignment  rates,  along  with  data  on  the 
percent  charge  reduction,  are  presented  in  Table  3-13.  These  results  are  summarized 
below. 

Overall,  about  28  percent  of  all  ambulance  claims  were  Submitted  by  providers 
that  had  signed  participation  agreements  with  Medicare  in  1987.  The  percentage  wa» 
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highest  in  the  Nonheast  (Region  I)  wuh  73.9  percent  of  all  claims  submitted  by 
participating  provideci  and  lowest  in  the  Midwest  and  West  (Regions  VII  and  VIH- 
encompassing  the  states  of:  Kansas,  Missouri,  Nebraska.  Colorado.  .Montana.  North 
Dakota,  Utah,  and  Wyommg)  where  claims  submitted  by  participating  provider 
comprised  five  and  six  percent  of  the  total,  respectively.  Participation  in  rural  areas 
was  somewhat  higher  than  in  urban  areas  (38.4  percent  compared  to  26.2  percent  of  ail 
claims  were  submitted  by  participating  providers). 

Despite  low  panicipation,  in  general,  ambulance  providers  accepted  assignment 
for  a  high  percentage  of  claims  (89.4  percent,  on  average).  A  notable  exception  was 
among  providers  serving  railroad  retirees,  where  36. 1  percent  of  all  claims  were 
accepted  on  assignment.  This  was  followed  by  providers  serving  beneficiaries  in  Region 
VIII  (including  the  states  of  Colorado,  Montana,  .North  Dakota,  South  Dakota,  Utah, 
and  Wyoming)  and  Region  V  (including  the  states  of  Illinois,  Indiana,  Michigan, 
Minnesota,  Ohio,  and  Wisconsin)  where  assignment  rates  averaged  49.3  percent  and 
77.9  percent,  respectively.  Rural  providers  were  substantially  more  likely  to  not  accept 
assignment  than  urban  providers.  (Thirty-five  percent  versus  sixty-seven  percent  of  all 
claims  were  accepted  on  assignment.) 

Among  providen  not  accepting  assignment,  submitted  charges  were  reduced,  on 
average,  by  21  percent  to  equal  the  Medicare  allowed  charge.  Slightly  higher  than 
average  charge  reduaions  (between  23  and  27  percent)  were  evident  in  the  Mid- 
Atlantic  (Region  III),  South  (Regions  IV  and  VI),  West  (Region  VIII),  and  Nonh 
Pacific  (Region  X).  Charge  reductions  for  nonparticipating  providers  in  rural  areas  did 
not  differ  from  those  located  in  urban  areas.  It  is  notable  that  there  was  no  consistent 
relationship  between  areas  with  high  charge  reductions  and  areas  where  a  low 
percentage  of  all  claims  were  accepted  on  assignment. 
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3.S  Conclusion 

Total  allowed  charges  for  Medicare  ambulance  services  in  1987  amounted  to 
$601.7  million,  with  60  percent  of  this  concentrated  in  the  eight  states  of:  California. 
New  York,  Pennsylvania,  Massachusetts,  Ohio,  .Michigan,  Texas,  and  Florida.  An 
estimated  $487  million  in  allowed  charges  (81  percent)  were  for  BLS  services,  and  S115 
million  for  ALS  services.  Only  0.04  percent  of  Medicare  allowed  charges  for  ambulance 
services  in  1987  was  for  air  transport. 

Average  allowed  charge  for  an  ambulance  trip  varied  widely  by  level  of  service 
and  across  carriers.  The  average  allowed  charge  for  an  ALS  trip  ($202)  was  nearly 
twice  as  much  as  a  BLS  trip  ($115).  Average  allowed  charge  per  trip  was  highest  in 
the  Northeast  and  along  the  West  Coast. 

There  is  a  question  of  whether  ambulance  services  are  used  at  a  higher  level  of 
life  support  than  is  medically  warranted.  There  was  a  clear  regional  pattern  with 
respect  to  service  level  mix,  with  providers  in  the  West  much  more  likely  to  provide 
ALS  services  and  those  in  the  Northeast  more  likely  to  provide  BLS  services  to 
Medicare  beneficiaries.  In  addition  to  these  regional  variations  in  patterns  of  use,  there 
was  also  notable  within-carrier  variation  in  allowed  charges.  These  wide  ranges  in 
charges  levied  for  similar  services  are  indicative  of  the  need  to  address  the 
appropriateness  of  these  differences. 

One  other  concern  was  the  impact  of  unbundling  on  the  total  cost  of  an 
ambulance  trip.  Services  reimbursed  in  addition  to  the  base  trip  rate  (add-ons) 
increased  the  average  allowed  charge  of  a  BLS  trip  by  42  percent,  and  that  of  an  ALS 
trip  by  74  percent.  These  differentials  varied  among  carriers.  While  variation  in  the 
differential  for  BLS  services  appeared  to  be  mileage-related,  with  carriers  in  Wyoming 
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and  Nebraska  among^the  highest,  there  was  no  apparent  pattern  for  the  variation  m 
ALS  differentials. 

Previous  research  showing  ESRD  patients  to  be  heavy  users  of  ambulance  serMces 
was  supponed  by  this  study.  Ambulance  users  with  ESRD  received,  on  average,  nearly 
ten  times  as  many  ambulance  trips  in  1987  as  non-ESRD  ambulance  users  for 
Medicare.  Most  likely,  many  of  these  were  round  trips,  presumably  transporting 
patients  to  renal  dialysis  facilities  and  back.  Use  rates  were  also  higher  in  the 
Northeast  and  lowest  in  the  West.  Medicare  beneficiaries  residing  in  rural  areas  were 
also  relatively  low  users  of  ambulance  services. 

There  was  strong  evidence  that  some  carriers  are  miscoding  ambulance  services. 
The  carriers  in  South  Carolina,  for  example,  used  a  code  reserved  for  the  Medicaid 
program  (nonemergency  taxi  transpon).  Nationwide  of  Ohio  also  used  a  high 
percentage  of  the  undefined  local  codes  as  well  as  a  nonspecific  code  for  miscellaneous 
ambulance  services.  Modifiers  to  indicate  the  origin  and  destination  of  ambulance  runs 
are  not  consistently  used.  Billings  for  ambulance  services  attributed  to  nonambulance 
specialties  (those  other  than  Specialty  59)  were  highest  in  the  States  of  Washington  and 
Oregon,  where  ambulance  claims  had  been  paid  to  Specialty  99  (Unknown  Specialty). 
Specialty  87  (All  others)  and  Specialty  88  (Unknown  Suppliers). 

Despite  these  apparent  problems,  the  overall  quality  of  Medicare  data  on 
ambulance  spending  was  sufficient  to  p)ermit  cross-carrier  comparisons  in  the  aggregate 
and  at  the  procedure  code  and  trip  level,  and  to  provide  insights  into  the  patterns  ot 
use  and  charges.  The  notable  within-carner  variation  in  allowed  charges  is  indicative  ot 
the  wide  ranges  in  fees  billed  by  ambulance  providers  for  the  same  service.  This 
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feature  of  the  ambulance  industry  has  an  important  bearing  on  the  greater  problem 
determining  the  level  of  allowed  charges  appropriate  for  the  range  of  Medicare 
ambulance  services  and  is  discussed  in  more  detail  in  the  concluding  section  on  poU 
implications. 
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Section  4:  Survey  of  Ambulance  Providers 


As  previously  mentioned,  concerns  about  the  appropriateness  ot  Medicare 
payment  policy  led  to  legislation  mandating  a  study  of  reimbursement  for  ambulance 
services.  As  a  result,  a  comparison  of  Medicare  allowed  charges  to  provider  costs  by 
type  of  ownership,  urban/rural  location,  and  level  of  service  was  incorporated  into  thib 
study.  Since  no  definitive  studies  have  been  done  on  ambulance  service  costs,  and  no 
comprehensive  secondary  data  sources  exist  on  service  costs,  primary  data  collection  wa«. 
necessary. 

This  section  of  the  report  describes  the  Survey  of  Ambulance  Providers 
conducted  by  Project  HOPE'S  Center  for  Health  Affairs  (CHA)  and  Social  and 
Scientific  Systems  (SSS).  This  section  discusses:   I)  the  survey  design  and  methodology: 
2)  general  descriptive  findings;  and  3)  results  of  the  economic  cost  function  analysis. 
Comparisons  of  provider  costs  to  the  charges  allowed  by  Medicare  are  addressed 
separately  in  Section  5.  A  copy  of  the  final  survey  instrument  is  attached  in  Appendix 
E.  More  detailed  discussions  of  sample  selection,  sample  weighting,  and  the  estimation 
of  an  economic  cost  equation  are  found  in  Appendix  F. 

4.1  Methodolofy 

The  overall  objective  of  the  Survey  of  Ambulance  Providers  was  to  collect 
information  to  estiinate  an  economic  cost  function  for  the  ambulance  industry.  Average 
and  marginal  costs  of  an  ambulance  run  by  type  of  provider,  urban/rural  location,  and 
level  of  service  could  be  derived  on  this  basis.  Choosing  this  approach  necessarily 
dictated  the  survey  methods  used.  The  following  text  explains  how  the  sample  was 
developed  and  selected  as  well  as  how  the  survey  instrument  was  designed  for  this 
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analysis  of  ambulance  provider  costs.  In  addition,  the  data  collection  procedures, 
response  rates,  and  properties  of  the  Provider  Survey  sample  are  discussed  in  this 
description  of  methodology. 

4.1.1  Sample  Selection 

No  national  listing  of  public  and  private  ambulance  providers  currently  exists. 
Ambulance  providers  are  not  classified  by  Standard  Industrial  Code  (SIC)  and  the 
industry  is  ill-defined.  Consequently,  selecting  a  nationally  representative  sample  would 
be  very  cumbersome  and  expensive  involving  data  collection  on  ambulance  providers  m 
all  SO  states.  In  light  of  time  and  budget  constraints,  a  sample  of  providers  in  four 
states  was  determined  to  be  an  appropriate,  if  limited,  method  for  investigating  provider 
cost  differences. 

The  four  States  selected  for  the  Survey  of  Ambulance  Providers  were  California. 
Massachusetts,  Michigan,  and  Texas.  These  States  were  chosen  for  a  variety  of  reasons. 
First,  each  of  these  States  is  located  in  a  different  major  geographical  regions  of  the 
United  States.  Second,  the  four  States  include  a  variety  of  distinct  urban  and  rural 
settings  from  the  Berkshires  in  Massachusetts  to  the  suburbs  of  Los  Angeles  and  from 
Michigan's  Upper  Peninsula  to  the  large  Texas  metropolis  of  Dallas.  In  addition,  in 
1987,  California,  Michigan,  Massachusetts,  and  Texas  accounted  for  21  percent  of 
Medicare  beneficiaries  and  23  percent  of  all  allowed  charges  for  ambulance  services. 
According  to  conversations  with  the  Amencan  Ambulance  Association,  these  four  States 
represented  a  diverse  sample  in  terms  of  the  ambulance  industry. 

With  the  help  of  industry  and  state  and  local  government  personnel.  Project 
HOPE  and  Social  and  Scientific  Systems  (SSS)  developed  a  list  of  the  universe  of 
providers  in  these  four  states.  Providers  that  served  a  selea  population,  e.g.,  those 
serving  correctional  facilities,  military  bases  or  industrial  sites  were  excluded  based  on 


the  assumption  that  they  would  be  unlikely  to  provide  services  to  Medicare 
beneficiaries.  Similarly,  providers  that  do  not  transport  patients  but  offer  "first- 
response"  medical  treatment  in  emergencies,  e.g.  E.VIS  units  of  police  departments,  wen 
dropped  from  the  sampling  frame.  Since  the  primary  focus  of  this  analysis  was  ground 
transport  ambulance  service,  providers  offering  only  air  ambulance  services  were  also 
eliminated  from  the  list.  After  these  exclusions,  the  total  universe  was 
1,870  ambulance  providers.  The  total  number  of  providers  eligible  for  inclusion  in  the 
sample  in  California,  Massachusetts,  Michigan,  and  Texas  was  365.  300.  369  and  836. 
respectively. 

The  next  step  in  developing  the  sampling  frame  was  to  identify  the  proponion  of 
urban  and  rural  providers  in  each  state.  State  ambulance  provider  lists  were  used  to 
create  a  single  file  with  unique  provider  ID  numbers  and  their  corresponding  ZIP 
codes.  This  file  was  matched  against  a  ZIP  code  file  to  determine  if  an  ambulance 
provider  was  within  an  MSA.  Those  providers  with  an  MSA  code  were  designated  as 
urban  providers,  those  without  as  rural  providers. 

In  order  to  ensure  that  there  would  be  enough  power  to  detect  significant  cost 
differences  across  the  strata  (urban/rural  location  and  provider  type),  the  sampling  plan 
called  for  a  sample  of  470  ambulance  providers,  assuming  this  would  result  in  280 
completed  cases.  An  equal  sample  size  was  selected  from  each  State  in  order  to  focus 
on  the  diversity  of  the  industry  in  these  States.  Responses  were  later  weighted  to 
produce  representative  cost  estimates  for  the  four  States. 

OriginaJfy,  the  selection  of  the  sample  was  to  be  stratified  by  urban  versus  rural 
providers.  To  secure  adequate  representation  from  rural  providers,  these  providers 
were  to  be  oversampled.  It  was  anticipated  that  the  sample  would  be  randomly 
selected  from  within  the  two  strata.  After  an  analysis  of  the  urban/rural  distribution  Dt 
the  universe,  it  was  determined  that  there  was  a  sufficient  number  of  rural  providers  m 
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the  sample.  Therefore,  rural  providers  were  not  oversampled.  Instead,  a  simple 
random  selection  was  used  by  taking  every  other  provider  on  a  State  list  to  reach  i 
desired  counts  of  117  or  118.  Table  4.1  below  shows  the  distribution  of  urban  and 
rural  providers  for  the  universe  and  the  sample. 

Table  4-1 

DISTRIBUTION  OF  URBAN  AND  RURAL  PROVIDERS 


Universe  Sample 


State 

Urban 

Rural  Total 

Urban 

Rural 

Total 

California 

285 

80 

365 

87 

30 

117 

Massachusetts 

235 

65 

300 

96 

21 

117 

Michigan 

179 

190 

369 

51 

67 

118 

Texas 

m 

m 

83^ 

57 

61 

J_L8 

Total 

IQ97 

773 

1870 

291 

179 

470 

As  indicated  in  the  table,  a  total  sample  of  470  providers  was  drawn.  These 
providers  were  mailed  the  questionnaires  along  with  an  endorsement  letter  from  their 
state  EMS  agency  or  ambulance  association.  The  potential  sample  size  was  reduced  to 
434  since  36  providers  were  later  designated  as  out  of  scope  (the  firms  were  duplicate*, 
did  not  provide  ground  ambulance  services,  etc.).  More  information  on  data  collection 
procedures  is  presented  in  Section  4.1.3. 

4.U  Sfvev  Dwim 

While  the  sampling  frame  was  being  developed,  the  survey  questionnaire  was 
designed,  pre-tested,  and  revised.  As  a  first  ^tep  in  designing  a  questionnaire,  literature 
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on  estimating  the  costs  of  providing  ambulance  ser\ices  was  reviewed.  The  literature 
review  (and  field  discussion  with  experts)  was  useful  in  determining  what  information 
could  be  obtained  from  providers.  A  second  important  step  in  designing  the  survcv 
instrument  was  consideration  of  the  minimum  data  necessary  to  estimate  a  cost 
function.  The  necessary  data  dictated  the  content  of  the  Survey  of  Ambulance 
Providers  and  included:  the  types  and  amounts  of  service  levels,  the  prices  of  inputs 
(labor  and  capital),  and  firm  characteristics  (location,  ownership  status,  average  distance 
per  call,  average  response  time,  etc.). 

No  published  literature  on  the  costs  of  producing  ambulance  services  over  the 
past  decade  could  be  found.  However,  two  unpublished  studies  were  discovered.  One 
was  a  repon  written  by  the  Rate  Development  Branch  of  the  Health  Care  Policy  and 
Standards  Divisions,  Caiiforaia  Department  of  Health  Services  (DHS,  1982).  In  1986 
the  Emergency  Health  Seaion  of  the  Georgia  Department  of  Human  Resources  also 
conducted  a  survey  of  licensed  ambulance  providers  (Sweitzer,  1986).  The  California 
and  Georgia  studies  were  useful  in  designing  the  questionnaire  for  the  Survey  of 
Ambulance  Providen  since  both  supplied  their  survey  instruments. 

The  draft  survey  instrument  was  developed  by  Project  HOPE  and  SSS  staff  with 
input  from  HCFA  officials,  the  American  Ambulance  Association,  and  EMS  authorities 
and/or  associations  from  the  States  involved  in  the  Survey  of  Ambulance  Providers. 
When  the  draft  questionnaire  was  completed,  a  field  test  with  ten  ambulance  providers 
in  the  local  area  was  condticted.  First,  several  potential  respondents  were  called  tu 
if  they  would  be  willing  to  review  the  survey  instrument  and  give  their  reaction  to  their 
ability  to  complete  the  questionnaire.  Those  providers  who  agreed  were  mailed  the 
draft  questionnaire  and  then  interviewed  over  the  telephone.  The  final  survey 
instrument  was  developed  based  on  both  the  results  of  the  pre-test  and  a  review  ot  ihc 
objectives  of  the  project  A  copy  of  the  final  questionnaire  is  attached  in  Appendix  b 
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Data  CQll#<;tion  Procedures 

Data  collection  for  the  Provider  Survey  was  conducted  by  mail  with  a  telephone 
follow-up.  The  survey  instrument  and  an  endorsement  letter  from  each  State  EMS  or 
ambulance  association  was  mailed  to  the  selected  ambulance  providers  in  May  I9<^(). 
Data  were  requested  for  the  provider  s  1989  fiscal  year.  Each  of  the  returned 
questionnaires  was  manually  edited,  and  the  data  were  both  entered  into  a 
computerized  database  and  verified  for  internal  consistenc7.  After  the  initial  mailmc. 
almost  one  third  of  the  providers  had  responded.  California  had  the  lowest  initial 
response  rate  of  19  percent  while  Massachusetts  and  Michigan  had  the  highest  rates  at 
37  percent. 

Next,  the  telephone  foUow-up  ponion  of  the  data  collection  began.  After  the 
survey  had  been  mailed,  two  additional  questions  were  determined  to  be  necessary:   I ) 
the  length  of  time  providers  had  been  in  business,  and  2)  the  method  used  by  the 
respondent  to  collect  the  financial  data.  Therefore,  all  mail  return  respondents  were 
called  back  to  collect  this  information.  This  opponunity  was  also  used  to  query 
respondents  about  data  inconsistencies  or  omissions  that  were  noticed  during  the 
internal  reliability  checks.  As  a  result  of  this  extra  step,  the  quality  of  the  data 
collected  was  greatly  improved. 

Nonrespondents  were  also  called  and  asked  to  respond  to  at  least  the  "core  datj 
questions,  consisting  of  fundamental  data  required  for  cost  analysis,  plus  data  elements 
that  allowed  for  imputation  of  missing  data.  Nonrespondents  were  called  until  at  least 
a  60  percent  response  rate  was  obtained.  Nonrespondents  were  not  called  randomly. 
Specific  provider  types  (e.g.,  fire  depanments)  and  providers  in  certain  locations  (e.g.. 
California)  were  targeted  for  the  telephone  follow-up  since  they  were  underrepresenteJ 
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in  respondents  compared  to  the  universe  of  providers  in  these  States.  At  the  end  jt 
the  telephone  core  data  collection,  the  overall  response  rate  had  reached  a  total  ot 
65  percent. 

After  a  re -examination  of  response  rate  patterns,  it  was  determined  that  some 
fire  departments  and  providers  in  major  urban  areas  were  still  not  adequately 
represented  in  the  respondent  database.  As  a  result,  core  data  were  collected  from 
previous  nonrespondents  through  telephone  interviews  with  an  additional  14  ambulance 
providers.  Similarly,  36  respondents  were  called  back  in  an  effon  to  obtain  better 
financial  data. 

A  different  line  of  questioning  was  used  for  fire  departments  given  their  difficulty 
in  providing  financial  data.  If  financial  data  for  the  ambulance  portion  could  not  be 
separated,  the  respondent  was  asked  to  give  financial  data  for  the  entire  fire 
department  along  with  the  total  number  of  fire  vehicles.  This  information  was  to  be 
used  to  impute  financial  data  for  the  ambulance  ponion  of  fire  depanment  emergency 
services. 

4.1.4  Survey  Responses  and  Properties  of  the  Sampte 

As  indicated  in  the  Table  4-2,  a  total  of  2%  providers  responded  to  the  Survey 
of  Ambulance  Providers,  resulting  in  an  overall  response  rate  of  68  percent.  California 
had  the  lowest  response  rate  (54%),  while  Michigan  had  the  highest  (75%).  The 
number  of  responding  providers  ranged  from  56  in  California  to  82  in  Michigan.  A 
total  of  36  providers  were  deleted  from  the  sampling  frame,  either  because  they  were 
found  to  be  duplicates  of  firms  already  listed  in  the  sample,  or  because  they  did  not 
provide  ambulance  services  to  the  general  public. 
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Table  4-2 
FINAL  RESPONSE  RATE 


Origioai 

Com  nlA 

Mail 

KesDonse 

Phone 
core  uata 

Deleted 
Providers 

Response 
Rate 

California 

117 

22 

34 

13  ,. 

54% 

Massachusetts 

117 

43 

38 

2 

70% 

Michigan 

118 

47 

35 

8 

75% 

Texas 

US 

36 

ii 

11 

73% 

TOTAL 

470 

148 

148 

36 

68% 

Note:       Deletions  were  due  to  duplicate  providers  sampled,  or  provider  was  out  of 
the  scope  of  this  study. 

The  response  status  of  urban  and  rural  providers  is  displayed  in  Table  4-3.  A 
total  of  178  urban  providers  responded  to  the  Survey  of  Ambulance  Providers 
compared  to  118  rural  providen.  This  resulted  in  a  slightly  higher  response  rate  among 
rural  than  urban  providers  at  71  percent  and  66  percent,  respectively.  The  number  of 
urban  and  rural  ambulance  providers  deleted  because  they  were  duplicates  or  out-of- 
scope  was  also  proportionally  similar  at  approximately  7  to  8  percent  of  the  original 
sample. 
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TaAl*  4-4    OlatrltatlOB  of  ta^lad  Aabulane*  Provldars  by  Typ.  «nd  Loc.tion  in  Four  st.tM,  1919 


Califeraia 
Mvmbmt      Pareant  1 


Previdar  Typa 


frtvata 

eovarnaaot  OMnad 
Oparatad 

veluataar 

■oapltal  OMMd  tai 


Ottar 

teeatloa  1/ 


Drbaa 
Raral 

Toul 


.  I        Ni"!,./!  Ha..acr.u..tt.  ~  

Parent     ,    *u«ar      Pareant,'    »u.j,.r    Parcar.-.    [  n^/ 


^  I 

JO 

S3.« 

19 

24.7 

14 

17.1 

10 

12.3 

'3 

24.7 

li 

21. • 

31 

40.3 

37 

49.1 

•  1 

79.3 

149 

«9.3 

4 

7.1 

32.9  1 

21 

34. 1  1 

7 

•  •• 

64 

21. » 

3 

S.3S 

2 

2.9 

3 

3.7 

2 

2.9 

1.4 

3 

S.IS 

0 

0  1 

0 

0 

1 

1.3 

4 

1.3 

34 

•0.7 

27 

39.1 

14 

17.1 

33 

39.1 

107 

14.1 

» 

3t.3 

SO 

44.9  j 

M 

•  2.9 

49 

•O.S 

119 

41. 9 

XOO.O 

77 

100.0 

12 

100.0 

•  I 

100.0 

it* 

100.3 

U   Vrfeaa  aad  twal  loeatleu  ara  dlffmatlaud  tj  wbatBar  tua  eowuaity  is  waieb  taa  aabulaaea  providar  la  lecatad  aaa  a 
pofalitlM  af  MM  or  laaa  tkaa  3S,000,  ra«paetlvaly.    nia  dlffaia  (roa  Taaia  4-3  wlMta  iirbaa  daalgaatloa  la  baaad  oa  loeattoa 
U  a  NRxapolltM  •taUaUeal  Araa  (KM). 


■oorMi    ttejaet  WOn  Irnxvay  of  Aab«lane«  rrovidaca,  itaf 


410 


If  rural  is  defined  as  communities  of  fewer  than  25.000  persons,  this  Provider 
Survey  sample  is  64  percent  rural  (and  thus  36  percent  urban),  as  shown  in  Table  4-1. 
When  urban  is  defined  as  being  in  an  MSA.  this  provider  sample  was  60  percent  urban 
The  MSA  concept  includes  as  urban  many  small  communities  (of  3,000  to  5.000  people 
on  the  fringes  of  counties  that  are  contiguous  to  (but  25  or  more  miles  away  from) 
counties  with  densely  populated  cities.  When  examining  differences  in  the 
characteristics  of  urban  and  rural  firms,  the  25.000  or  more  definition  of  urban  is  more 
accurate.  This  definition  has  been  used  for  the  remaining  descriptive  presentations  dnd 
the  analysis  of  costs. 

4.1.5  Item  Nonresponsc  and  Imputation 

The  validity  of  a  cost  function  approach  is  highly  dependent  on  the  soundness  of 
the  underlying  data.  Two  factors  affecting  data  quality  include  item  nonresponse  and 
imputation  methods.  Since  the  objective  of  the  Survey  of  Ambulance  Providers  was  to 
generate  cost  estimates  for  the  industry,  a  subset  of  responders  was  separated  into  an 
analytic  sample.  The  determining  factor  for  inclusion  in  the  analytic  sample  was 
whether  the  firm  provided  information  on  total  costs  (i.e..  Total  Expenditures  under 
section  D.l  of  the  survey  qucstionaire).  Seventy-two  percent  of  all  respondents,  or  212 
providers,  were  able  to  provide  this  information.  The  distribution  of  providers  in  this 
sample,  by  provider  type,  was  roughly  similar  to  that  of  all  survey  respondents,  with 
slightly  more  government  providers  unable  to  provide  information  on  costs.  This 
distribution  was:  25  percent  private,  46  percent  government,  and  24  percent  volunteer 
On  the  urban-rural  dimension,  the  response  rate  was  39  percent  urban  and  61  percent 
rural  when  using  the  25,000  persons  criterion.  Item  nonresponse  was  assessed  and  Jdu 
imputations  were  performed  for  this  analytic  sample  only. 
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Item  response  by  question  is  presented  in  Appendix  E.  All  respondents  in  this 
analytic  sample  provided  data  on  total  costs,  and  the  majority  answered  questions 
regarding  every  independent  variable  in  the  cost  function.  Item  nonresponse  was  tive 
percent  or  lower  for  these  cost  function  variables  with  three  exceptions.  Item 
nonresponse  for  detailed  expenditures  on  vehicles  and  depreciation  (used  to  estimate 
the  price  of  capital)  were  11  and  51  percent,  respectively.  The  average  distance  per 
call  was  calculated  from  responses  on  the  number  of  vehicle  miles  traveled,  which 
obtained  an  item  nonresponse  rate  of  12  percent. 

In  anticipation  of  item  nonresponse,  data  had  been  collected  to  impute  missing 
values.  For  example,  in  order  to  impute  data  for  the  price  of  capital  (vehicles  and 
depreciation),  information  on  the  number  and  type  of  vehicles,  average  vehicle  age.  and 
number  of  chassis  miles  was  collected. 


Item  nonresponse  was  generally  less  than  five  percent  on  the  information  used  to 
impute  the  missing  values  for  the  independent  variables.  Missing  values  for  these  ttem^ 
were  imputed  based  on  the  observations  with  valid  responses,  controlling  for  differences 
between  organizations  that  answered  the  relevant  item  and  those  that  did  not.  Missing 
values  were  derived  from  a  predicting  equation  using  the  valid  observations  where  the 
variable  of  interest  was  regressed  on  truly  exogenous  variables  (urban/rural  dummy, 
ownership  dummies,  and  State  dummies).  The  average  coefficient  of  determination  tor 
these  imputation  models  was  .60.  The  imputations  appeared  reasonable  and  should  not 
bias  the  cost  function  estimates  in  any  systematic  way. 


In  additkm  to  these  imputations,  approximately  3  percent  of  respondents  in  the 
analytic  sample  were  unable  to  separate  out  the  cost  of  the  ambulance  operation  from 
fire  operations.  Ambulance-specific  costs  were  calculated  using  the  proportion  of 
predicted  expenditures  on  ambulance  personnel  to  total  personnel  costs  and  applying 
this  ratio  to  total  costs.  Personnel  expenditures  for  ambulance  operations  were 
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predicted  using  information  on  the  numbers  and  types  of  personnel  deployed  on  an 
ambulance  run,  hourly  wages,  and  the  number  of  ambulances  maintained. 

4.2      Description  of  Survey  Results 

Although  the  main  objective  of  the  survey  was  to  gather  the  data  essential  to 
estimate  a  cost  function,  descriptive  statistics  provided  additional  insight  into  the 
functioning  of  the  ambulance  industry.  In  what  follows,  various  characteristics  of  firms 
in  the  sample  are  presented.  While  these  insights  may  not  be  generalizabic  to  all 
ambulance  firms  in  the  United  States,  many  of  the  findings  have  been  validated  by 
other  studies  and  are  consistent  with  anecdotal  evidence.  The  focus  of  the  Survey  of 
Ambulance  Providers  was  on  ground  operations.  Although  six  percent  of  respondents 
also  provided  air  ambulance  services,  data  on  services  provided,  resources,  and  costs 
were  collected  only  for  ground  operations. 

4J.1  Characteristics  of  the  Scnice 

As  discussed  In  Section  4.1.4,  nearly  half  of  all  respondents  to  the  survey  were 
government  owned  and  operated.  Roughly  one  quarter  were  private  and  slightly  fewer 
were  volunteer  operations  (Table  4^).  This  distribution,  while  similar  to  that  of  the 
nation,  varies  by  State.  For  example,  in  California,  nearly  S4  percent  of  all  respondents 
were  private  firms.  By  contrast,  in  Massachusetts,  the  large  majority  (75  percent)  were 
government  owned  and  operated.  Most  of  these  were  municipally-owned  fire  and 
rescue  operatioiit. 

The  distribution  of  respondents  by  urban/rural  location  also  varied  among  the 
States.  In  Michigan,  rural  providers  were  predominant  (83  percent  of  the  total),  while 
in  California,  urban  providers  comprised  the  majority  of  respondents  (61  percent). 


There  was  a  broad  representation  by  size  of  operation.  The  largest  provider  m 
the  survey  was  goveFfimeni  owned  and  operated  and  provided  exclusive  service  to  a 
large  metropolitan  area.  This  provider  operated  53  separate  garages  and  responded  to 
more  than  220,000  calls  in  1989.  By  contrast,  the  smallest  ambulance  service  provider 
served  a  sparsely  populated  rural  area.  Despite  a  catchment  area  of  a  30-mile  radius, 
this  county-operated  service  responded  to  only  20  calls  in  that  same  year. 

422  Services  Provided 

The  data  in  Table  4-5  show  the  distribution  of  calls  responded  to  by  the 
providers  in  the  four-State  sample  and  those  that  resulted  in  patient  transport.  The 
sample  providers  responded  to  almost  1.5  million  ambulance  calls.  Privates  firms 
responded  to  slightly  less  than  half  of  all  calls  although  they  account  for  less  than  one< 
fourth  of  the  firms  included  in  the  sample.  Government  owned  and  operated  firms 
responded  to  another  47  percent  of  all  calls  and  volunteer  operations  accounted  for  less 
than  two  percent.  Providers  located  in  urban  areas  accounted  for  the  vast  majority  ot 
the  calls  (90  percent) 

On  an  individual  call  basis,  about  60  percent  resulted  in  a  patient  transport.  Of 
the  calls  answered  by  private  and  volunteer  companies,  about  three-fourths  resulted  in  a 
patient  transport.  Government  owned  and  operated  firms  transported  patients  in  less 
than  half  (46  percent)  of  the  calls  to  which  they  responded.  Of  calls  resulting  in  patient 
transport,  64  percent  were  provided  on  an  emergency  basis  with  the  remainder  being 
scheduled  in  advance.  About  92  percent  of  all  scheduled  runs  were  provided  by  private 
firms.  Scheduled  caUs  represent  55  percent  of  patient  transports  by  private  firms. 


4-14 


■bl«  «  ">     Hu«l>«r  mnd  Tarrant  of 


ulanca  Call*  Kaapondad  to  aiMl  DIatrlkatlaa  »t  Calla  •aaaltln^  la  rallant  Ttaw»»«»f  t  *y  Tw*  af  rail.  Tyva  af  rfv«l«a(.  an*  C»a»  l—i  •••• 


-r 


Calla  ■aaultlng  In  Patlaat  Traaaport  2/ 


rtoTldar  Typa  and  Location      j»u  Ai^lanca  Calla  1/  j 

ixuab^r  Parcaat  jllu 


All  Traaaportad  Caaaa 


Typa 


Oovariiaant 
Uwnad/Opar 

Voluntaar 

othar 

Lorat Ion 


a  tad 


Urban 
Rural 
Total 


I 


7J 
MS 

64 

I« 

107 

ia9 

296 


717, »•? 


6S4.009 


24, •71 


23,»27 


142, 29« 


i 1,450.494 


49.5 
47.2 

1.7 
1.6 


90.2 
9.9 

100.0 


520,193 


316,251 


19, 194 


I  ' 


5,491 


762,274 


j 109,935 
!971,109 


rareaat 

Olatrlbatlea 


59.7 
39.3 

2.2 
1.9 

97.5 

12.5 
100.0 


Bt 

Of  calla 


72.5 
46.2 

77.1 
•  4.7 

59.3 
79.5 

M.t 


BCf  MLO 

rai  1  aal 
Dlatribatlea 

j  ■■Ml 

raMiy  BU 
Dlatrlbatioa 

j  IH- 

-ar,^  1 

yiaieaat  { 
Dlatribatloa  ' 

1 109,299 

54.1 

129.429 

>5.3 

295,457 

 r 

92.1 

1  90.233 

41.2 

•224.411 

91.2 

1  11.907 

3.9 

1  2.245 

1.2 

1     9. 999 

2.5 

7,970 

2.9 

9.99« 

3.5 

3,779 

1.0 

4,929 

1.9 

172,302 

99.5 

311,921 

•5.1 

179.151 

99.9  1 

22.390 

11.5 

54,70« 

14.9 

31.799 

10.2 

194. ••2 


100.0  ;39«.S97 


100.0 


309.  OM 


100.0 


■otaat 


1/  Includaa  calla  that  did  act  raaalt  In  Patlaat  Tranaport. 

2/  Parcant  DIatrlbutlona  mmj  not  aua  to  100.0  parcant  bacaaaa  of  roondlng. 

Projact  BOPI  Survay  of  tabulanca  Provldara.  1999. 


II 


fable  4-6   Percent  Olilrihution  of  Mailance  Calla  by  level  of  Service,  Provider  type  mnS  location  In  t 
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The  data  in  Table  4-6  show  the  pattern  of  patient  transport  with  the  ambulance 
firm  being  the  unit  of  analysis  rather  than  the  individual  call.  This  reduces  the  effect  of 
the  few  larger  companies  that  transport  a  low  percentage  of  the  patients  for  whom  thcv 
make  call;  these  are  most  notably  government  owned  and  operated  companies.  This 
approach  treats  all  companies  of  a  given  type  equally  without  regard  to  size.  The  moM 
notable  change  from  this  alternative  method  of  presenting  the  data  is  seen  among 
government  owned  and  operated  companies.  While  Table  4-5  show  that  these  firms 
transport  a  patient  in  only  46  percent  of  their  calls.  Table  4-6  shows  that  the  average 
government  owned  and  operated  company  transports  a  patient  almost  79  percent  of  the 
time. 

The  average  private  ambulance  firm  converts  22  percent  its  calls  into  an  ALS 
run.  This  is  triple  the  rate  of  volunteer  companies  and  50  percent  greater  than 
government  owned  and  operated  companies.  In  contrast,  volunteer  companies  were 
more  likely  to  respond  with  a  BLS  run  than  other  provider  types  (the  average  volunteer 
company  had  67  percent  of  it  calls  resulting  in  a  BLS  run  compared  to  59  percent  for 
private  firms  and  64  percent  for  govenmient  firms).  The  mix  of  service  levels  provided 
varied  by  State.    Finns  of  each  type  in  California  were  more  likely  to  provide  an  ALS 
service  than  corresponding  provider  types  in  other  States.    In  Massachusetts, 
ambulance  companies  were  more  likely  to  provide  a  BLS  service  than  those  in  other 
sampled  States  although  this  was  not  consistent  across  provider  types.  Similarly, 
ambulance  providers  in  rural  areas  were  more  likely  to  provide  a  BLS  service  on 
ambulance  callt.  On  average  across  all  firms,  21.9  percent  of  the  calls  did  not  result  m 
patient  transport  This  percentage  was  higher  for  volunteer  firms  than  for  privately- 
owned  firms. 
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4.2J  Resources 


The  tendency  of  volunteer  firms  to  provide  BLS  as  opposed  to  ALS  services  was 
also  supported  by  data  on  capabilities,  staff  mix,  and  type  of  vehicles  used.  These  data 
are  presented  in  Tables  4-7  through  4-9. 

Volunteer  firms  in  the  sample  were  much  less  likely  to  provide  ALS  capabilities, 
such  as  intravenous  (IV)  therapy,  endotracheal  intubation,  and  electrocardiogram 
(EKG)  monitoring  on  a  given  ambulance  call  than  other  provider  types  (Table  4-7). 
Private  firms,  by  contrast,  were  much  more  likely  to  provide  EKG  monitoring  on  a 
given  call  relative  to  other  provider  types,  although  their  likelihood  to  supply  either  IV 
therapy  or  endotracheal  intubation  on  a  call  was  not  statistically  different  from  that  of 
government  owned  and  operated  firms.  Differences  in  capabilities  were  not  statistically 
significant  for  urban  and  rural  providers. 

Table  4-8  presents  the  mean  number  of  full-time  equivalent  staff  per  call  by  level 
of  training.  On  average,  more  than  one  paramedic  and  more  than  one  emergency 
medical  technician  (EMT)  were  sent  on  an  ALS  call.  BLS  calls  were  generally  staffed 
by  two  EMTs,  although  some  providers  also  sent  a  paramedic.  On  ALS  calls, 
paramedics  were  slightly  more  likely  to  be  used  by  private  and  government  providers 
than  by  volunteer  firms,  and  were  more  likely  to  be  used  on  urban  as  opposed  to  rural 
calls.  Private  providen  and  those  located  in  urban  areas,  were  much  more  likely  to 
have  at  least  ooe  registered  ALS  vehicle  (Table  4-9).  Volunteer  firms  were  least  likely 
to  have  an  ALS  registered  vehicle. 
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42.4  ExDcnditury< 


As  the  size  of  firm  in  the  sample  varied,  so  did  total  expenditures.  Annual 
expenditures  for  the  sampled  firms  ranged  from  S  1.600  to  $35.5  million  in  1989. 
Overall,  expenditures  on  personnel  accounted  for  nearly  50  percent  of  the  total  (Table 
4-10).  Expenditures  on  vehicles  and  depreciation  accounted  for  another  18  percent. 
This  distribution  varied  by  type  of  provider  and  by  urban/rural  location.  Two  features 
are  wonhy  of  note.  First,  government  owned  and  operated  firms  expended  less  than 
two  percent  of  total  costs  on  office  and  garage  space,  a  substantially  lower  percent  than 
either  private  or  volunteer  providers.  This  indicates  that  the  costs  of  office  and  garage 
space  may  not  be  fully  expensed  to  the  government  ambulance  operation  and  may 
instead  be  costed  to  another  government  depanment.  Second,  as  expected,  volunteer 
firms  spend  a  substantially  smaller  portion  of  total  costs  on  personnel  (about  22  percent 
compared  to  63  percent  for  government  operations  and  51  percent  for  private  firms). 
More  than  three-fourths  of  all  volunteer  firms  operated  with  a  predominantly  volunteer 
(80  percent  or  more)  staff  (Table  4-11).  By  contrast,  nearly  90  percent  of  private  firms 
operated  with  a  predominantly  paid  staff. 

42J  Fee  Structure  and  Sources  of  Funds 

Almost  all  of  the  finns  in  the  sample  (89  percent)  levied  some  charge  for 
ambulance  services.  These  charges  ranged  widely  according  to  State,  type  of  provider, 
and  urban/rural  location.  Within  these  categories,  there  was  also  substantial  variation 
with  standard  deviations  often  more  than  forty  percent  of  the  mean.  Providers  in 
California  had  tbe  highest  charges  (Table  4-12).  In  that  State  the  average  ALS  charge 
per  call  was  $450,  and  the  charge  for  an  average  BLS  call  was  $295.  These  charges 
included  base  rate  charges  as  well  as  any  addon  fees  for  items  such  as  mileage  or 
oxygen.  Texas  had  the  lowest  charges  at  SI 96  and  SI  18  for  average  ALS  and  BLS 
calls,  respectively.  As  shown  in  Table  4-13.  charges  levied  by  private  providers  were 
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also  higher  ($413  foi^an  average  ALS  call.  5229  for  a  average  BLS  call)  than  those 
levied  by  other  ownership  groups.  There  was  no  statistically  significant  difference 
between  most  charges  levied  by  volunteer  and  government  owned  firms.  .Mean  charges 
by  urban/rural  location  are  presented  in  Table  4-14.  Because  of  the  wide  variation  in 
fees  by  urban/rural  location,  statistically  significant  differences  in  charges  could  not  be 
detected.  In  general,  fees  ranged  most  widely  for  rural  providers. 

Data  on  sources  of  funds  were  collected  in  order  to  evaluate  differences  in  the 
level  of  subsidies  among  finns  (Table  4-15).  Subsidies  were  defined  as  any  government 
revenue  that  was  not  derived  from  Medicare  or  Medicaid  payments.  Government 
subsidies  accounted  for  an  average  of  31  percent  of  all  ambulance  provider  revenue. 
Government  providcn  received  a  substantially  larger  share  of  their  revenue  from  this 
source  (41.1  percent)  than  private  providers  (17.3  percent).  Rural  providers  were  more 
dependent  upon  government  subsidies  than  urban  providers  (38.4  percent  compared  to 
17.7  percent).  It  is  notable  that  private  providers  derived  a  significantly  larger 
proponion  of  their  total  income  from  Medicare  than  other  provider  types  (30.8  percent 
compared  to  18.9  percent  for  government  owned  and  of)erated  providers  and  12.8 
percent  for  volunteer  providers).  Medicare  was  also  a  more  important  revenue  source 
for  urban  providers  (30.8  percent)  than  for  rural  providers  (15.3  percent).  Rural 
providen  relied  more  heavily  upon  fundraising  or  gifts  than  their  urban  counterparts 
(18.9  percent  of  total  revenue  compared  to  4.7  percent). 
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Cost  fuactkms  relate  total  costs  of  a  firm  to  the  firm's  output  level,  input  prices, 
and  other  relevant  firm  characteristics.  This  functional  relationship  assumes  that  for 
any  given  level  of  output,  a  firm  will  try  to  produce  at  the  minimum  possible  cost  given 
input  prices  (e.g.,  paramedic  wages,  the  pnce  of  vehicles,  etc.).  Based  on  this  cost- 
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minimizing  behavior  and  given  relative  input  prices,  estimates  of  total,  average  and 
marginal  costs  can±e  traced  out  for  each  level  of  output.  (For  a  more  in-depth 
discussion  sec  Appendix  F). 


In  this  analysis,  provider  costs  are  defined  as  actual  expenditures  (for  staff, 
equipment,  supplies,  etc.)  plus  depreciation.  In  panicular,  it  is  important  to  note  that 
costs  were  not  imputed  for  volunteer  labor  or  subsidized  garage  space.  Given  the 
different  relative  factor  prices  faced  by  volunteer,  private  and  government  firms  (e.g.. 
although  volunteer  firms  may  have  to  pay  the  same  wages  for  paramedics  as  private 
firms,  they  are  likely  to  pay  a  much  smaller  ponion  of  their  total  staff),  and  the 
substantial  differences  in  the  mix  of  these  provider  types  in  rural  and  urban  areas, 
separate  cost  functions  have  been  estimated  by  provider  type  and  urban/rural  location. 

As  explained  in  further  detail  in  Appendix  F,  the  estimated  cost  functions 
achieved  a  high  degree  of  explanatory  power  with  independent  variables  explaining 
more  than  70  percent  of  the  variations  in  total  costs.  Signs  and  sizes  of  the  estimated 
parameters  accorded,  for  the  most  part,  with  expectations.  Output  (e.g.,  total  number 
of  calls)  was  by  far  the  more  important  predictor  of  total  costs  although  other 
significant  variables  included  input  prices,  and  for  some  provider  types  and  locations, 
whether  or  not  response  times  were  mandated  by  a  local  authority  and  the  average 
distance  of  a  call. 


The  marginal  cost  (MC)  and  average  incremental  cost  (AlC)  estimates  by 
provider  type  and  location  are  given  in  Table  4-16.  MC  is  defined  as  the  change  tn 
total  cost  brought  about  by  changing  output  by  one  unit.  MC  is  how  much  more  (or 
less)  it  costs  to  make  one  more  (or  less)  call.  AIC  are  the  multiproduct  analogue  to 
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average  cost  for  thejingle  product  firm.  To  derive  these  estimates,  cost  shares  by  level 
of  service  have  been  calculated  from  the  cost  function  and  divided  by  the  respective 
number  of  calls  (e.g.,  ALS,  BLS,  etc.). 


Table  4-16 

MARGINAL  AND  AVERAGE  INCREMENTAL  COSTS  PER 
CALL  BY  PROVIDER  TYVE  AND  LOCATION 


Provider  Tvn^i^atinn 

semce 

Mr" 

Private 

Emer.  ALS 

$154 

$250 

Private 

Emer.  BLS 

105 

171 

Private 

NonEmerg. 

89 

132 

Government 

Emer.  ALS 

$141 

$127 

Government 

Emer.  BLS 

61 

53 

Government 

NonEmerg. 

47 

50 

Volunteer 

AU 

$  49 

$  67 

Urban 

ALS 

$123 

$240 

Urban 

BLS 

66 

123 

Rural 

Emer.  ALS 

$  78 

$103 

Rural 

Emer.  BLS 

82 

97 

Rural 

NonEmerg. 

23 

35 

There  are  a  number  of  important  fmdings  presented  in  Table  4-16.  Focusing  on 
AIC  first,  ALS  services  cost  more  than  BLS  in  all  cases.  This  is  expected.  Similarly, 
urban  ALS  and  BLS  services,  respectively,  cost  more  on  average  than  their  rural 
counterparts.  Another  result  that  conforms  with  expectations  is  that  volunteer  services 
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are  cheaper  than  private  or  government-based  emergency  services.  Not  .urpn.u.ijlv, 
private  providers  f^e  the  highest  costs  in  this  sample,  other  things  constant.  The  AIC 
for  private  providers  of  emergency  ALS  services  is  S250,  while  emergency  BLS  services 
are  $171.  The  dcaccndiDg  order  of  AIC  estimates  are  private,  urban,  government, 
rural,  and  volunteer.  The  same  general  result^  hold  for  MC  as  for  AIC 

In  most  cases  shown  in  Table  4-16  AIC  is  greater  than  MC  This  means  that 
both  MC  and  AIC  are  decreasing  as  the  number  of  calls  increases.  Economists  refer  to 
this  situation  as  positive  economies  of  scale:  i.e.,  as  the  scale  (level  of  output) 
increases,  MC  and  AIC  decline  because  the  marginal  product  of  the  resources  is  greater 
than  the  average  product.  This  situation  is  expected  in  the  ambulance  sector  because 
providen  veiy  seldom  operate  at  full  capacity  throughout  the  day.  In  order  to  stay  in 
business,  it  is  clear  that  ambulance  firms  must  be  paid  an  amount  that  covers  their  AIC 
to  produce  each  product  If  they  were  paid  their  MC  for  producing  each  product,  they 
would  take  a  loss  on  each  product 

For  government  providers,  the  above  does  not  hold  true;  marginal  costs  are  higher 
than  average  costs.  This  apparent  anomaly  may  have  arisen  because  government 
providers  often  receive  an  indirect  subsidy  to  their  overhead  costs,  with  garage  space,  or 
even  equipment,  costed  to  some  other  government  department  Had  government  costs 
been  more  accurately  expensed,  our  results  most  likely  would  have  shown  that  the 
provision  of  ambulance  services  is  a  decreasing  cost  industry,  regardless  of  provider 
type.  Intuitively,  maintaining  a  capacity  to  respond  to  emergencies  in  a  timely  fashion 
leads  to  the  situation  when  average  costs  are  above  marginal  costs. 
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4.4  Conclusion 


The  Survey  of  Ambulance  providers  achieved  a  68  percent  response  rate. 
Respondents  were  proportionally  similar  to  the  universe  of  ambulance  providers  in  the 
four  States  with  respect  to  urban/rural  location  and  roughly  similar  to  the  national 
distribution  by  provider  type.  There  was  a  slightly  higher  representation  of  rural  and 
private  firms  than  anticipated,  based  on  those  distributions. 

Respondents  illustrated  the  diversity  in  the  ambulance  industry  with  large 
variations  in  size  of  firms,  response  capabilities,  mix  of  resources,  and  charges  levied  for 
services.  Regional  differences  were  apparent  with  private  providers  more  prevalent  in 
California  and  government  owned  operations  more  prevalent  in  Massachusetts.  Rural 
areas  were  more  likely  to  be  served  by  volunteer  firms. 

There  were  distinct  differences  among  firms  of  various  provider  types.  Private 
firms  in  the  survey  were  more  likely  to  respond  with  ALS  capabilities  regardless  of  the 
service  level  of  the  run,  although  four  out  of  five  ambulance  runs  for  private  providers 
were  still  BLS  as  opposed  to  ALS.  These  firms  also  provided  the  majority  of  scheduled 
runs.  Volunteer  firms,  by  contrast,  were  more  likely  to  provide  a  BLS  service. 

Overall,  the  sample  enabled  the  estimation  of  a  cost  function  for  the  industry 
which  yielded  results  consistent  with  our  expectations.  One  of  the  more  important 
findings  was  that  the  ambulance  industry  is  a  decreasing  cost  industry  for  emergency 
services.  In  other  words,  MC  is  below  average  cost  for  every  level  of  output  While 
these  findings  did  not  hold  for  government  providers,  it  is  likely  that  true  capacity  costs 
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(overhead)  were  underestimated  for  these  providers.  There  is  no  reason  to  believe  if 
costs  had  been  fully;#xpensed  that  this  result  would  not  also  hold  true  for 
government  providers.  Other  empirical  findings  were  that  average  costs  of  private 
providers  were  higher  than  those  of  other  provider  types  and  average  costs  for  rural 
providers  were  lower  than  those  for  urban  providers.  The  implications  of  these  findings 
and  how  these  costs  relate  to  Medicare  reimbursement  are  discussed  in  more  detail  in 
the  following  section. 
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SectioD  5:  Assessing  Medicare  Payment  Adequacy 
for  Ambulance  Services 

In  order  to  address  the  objectives  of  the  legislative  mandate,  in  this  section,  charges 
allowed  by  Medicare  for  ambulance  services  are  compared  to  the  costs  of  providing 
those  services.  Comparisons  are  made  across  three  dimensions:  rural  location,  provider 
type,  and  level  of  service.  First,  the  issue  of  payment  adequacy  is  discussed  in  a 
general  economic  framework,  given  the  knowledge  of  the  ambulance  industry  gained 
from  the  Project  HOPE  Survey  of  Ambulance  Providers.  Next,  the  methodology  used 
to  compare  provider  costs  to  Medicare  allowed  charges  is  explained,  and  some  caveats 
of  the  analysis  are  discussed.  Finally,  costs  are  compared  to  allowed  charges  by 
urban/rural  location  and  then  by  provider  type.  An  assessment  of  the  adequacy  of 
payment  by  level  of  service  is  incorporated  in  both  of  these  last  two  discussions. 

5.1  Background 

Assessing  the  adequacy  of  the  payments  received  by  ambulance  providers  for 
services  furnished  to  Medicare  beneficiaries  is  complicated  by  a  number  of  factors  that 
distinguish  this  industry  from  others  in  medical  care  as  well  as  other  fields.  With  regard 
to  industry  structure,  the  provision  of  ambulance  services  is  a  natural  spatial  monopoly, 
as  will  be  defined  and  discussed  below.  Because  of  this  feature,  a  case  can  be  made 
for  the  coordination  and  regulation  of  EMS  at  the  community  level,  which  has 
important  implications  for  costs  and  pncmg.  Variations  in  local  EMS  standards,  which 
have  become  charaaeristic  of  the  industry,  can  also  play  an  important  role  in  variations 
in  cost,  but  the  implications  are  difficult  to  assess.  Other  unique  industry 
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features  -  such  as  variations  in  cost  accounting  practices  among  the  different  provider 
types,  the  frequent  use  of  volunteer  labor,  and  the  high  percentage  of  runs  that  do  not 
result  in  patient  transport  --  all  serve  to  make  cost  comparisons  very  difficult. 

According  to  economic  theory,  under  ideal  competitive  conditions  firms  in  an 
industry  would  operate  at  the  minimum  point  on  their  long-run  average  cost  curve,  and 
the  market  price  would  equal  this  long-run  average  cost,  which  is  also  equal  to  long-run 
MC.  In  combination  with  the  aggregate  demand  curve  for  the  industry,  this  would 
determine  the  aggregate  amount  of  output,  and  thus  the  number  of  finns. 

Among  many  simplifying  assumptions,  this  simple  economic  model  assumes  that  the 
firm  operates  at  the  minimum  point  on  the  average  cost  curve.  In  the  context  of  the 
ambulance  industry,  the  inadequacy  of  this  simple  framework  is  immediately  clear.  In 
panicular,  the  empirical  finding,  in  Section  4,  that  the  ambulance  firm  operates  on  the 
declining  portion  of  the  average  cost  curve  for  emergency  services  raises  fundamental 
questions  regarding  the  optimal  pricing  of  services. 

Intuitively,  an  ambulance  firm  could  provide  transport  at  lower  average  cost  if  lu 
resources  were  utilized  at  full  capacity.  However,  because  emergency  care  must  be 
accessible  within  certain  community  norms,  excess  capacity  must  be  maintained.  In 
essence,  there  is  a  tradeoff  between  lower  average  costs  and  an  acceptable  response 
time. 


This  has  three  important  implications  with  respect  to  pricing.  First,  as  stated  in 
Section  4,  MC  pricing,  per  se,  would  not  be  optimal.  Since  MC  is  below  average  cost 
ambulance  finns  would  take  a  loss  for  each  trip  provided.  In  a  decreasing  cost 
industry,  either  average  cost  pricing  or  marginal  cost  pricing  with  a  public  subsidy  equal 
to  the  cost  of  maintaining  the  emergency  response  (excess)  capacity  are  preferable. 
These  options  is  illustrated  in  Figure  5-1.  At  the  anticipated  level  of  calls. 


Figure  5-1.  Marginal  and  Average  Costs 

for  Ambulance  Services 


(Q,„  marginal  cost,  (MC,,  is  less  than  average  cost.  (AC.,  by  the  amount  CD.  If 
marginal  cost  pricing  were  implemented,  the  amount  of  public  subsidy  that  ensures 
provision  of  emergency  services,  given  community  response  time  norms,  is  equal  to  the 
shaded  area. 

Second,  this  implies  that  the  ambulance  industry  is  a  natural  spatial  monopoly.  In 
other  words,  within  the  geographic  area  deUmited  by  response  time  requirements,  it  is 
optimal  to  allow  only  one  firm  to  provide  services.  Allowing  competition  within 
geographical  limits  would  drive  up  the  average  costs  of  service.  This  is  immediately 
obvious  in  Figure  5-2,  where  allowing  two  firms  to  split  the  number  of  calls  provided  in 
an  area  reduces  the  number  provided  by  either  one  to  Q.v,  increasing  average  cost  to 
AC2. 

In  fragmented  markets  marked  by  a  variety  of  ambulance  firms  competing  for  the 
same  patients.  Medicare  reimbursement  may  be  adequate  -  because  it  is  partly  based 
on  historical  charges  ~  but  it  is  not  likely  to  be  optimal  (i.e.,  reflect  the  lowest  resource 
cost  of  producing  a  given  amount  of  ambulance  services).  Community  coordination  and 
regulation  of  EMS  under  these  circumstances  can  be  beneficial.  This  is  especially  true 
when  consumer  demand  is  highly  insensitive  to  price  differences,  as  is  likely  to  be  the 
case  for  emergency  services. 

Third,  the  response  time  requirements  established  by  the  local  conununity  directly 
affect  the  cost  of  providing  ambulance  services.  That  is,  for  a  given  firm,  more  excess 
capacity  must  be  maintained  to  respond  more  quickly  to  a  call,  or  conversely,  a  larger 
number  of  firms  are  necessary  to  cover  a  given  area.  If  local  legislation  is  introduced 
to  reduce  emergency  response  times,  this  has  the  effect  of  reducing  the  market  area 
covered  by  a  firm  (as  in  Figure  5.2  increasing  AC|  to  AQ).  Other  local  mandates, 
such  as  those  requiring  a  higher  level  of  professional  training  for  EMS  staffs  or 
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Figure  5-2.  The  Effect  of  Splitting  an  Ambulance 

Service  Market  on  Average  Costs 


Q, 

Volume 
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minimal  equipment  and  vehicle  capabilities,  actually  shift  the  cost  curve  upward,  also 
resulting  in  incretsed  costs  for  a  given  level  of  output. 

This  obviously  raises  difficult  questions  for  the  .Medicare  program,  since  no  attempt 
has  been  made  to  define  what  are  acceptable  standards  across  the  nation.  For 
example,  Medicare  payments  might  exceed  average  costs  in  one  community  with  lower 
standards,  but  be  insufficient  in  another  with  higher  standards.  Which  cost  level  is 
optimal  has  not  yet  been  answered. 

For  this  repon,  payment  adequacy  has  been  defined  as  the  price  level  that  equals 
or  exceeds  the  average  cost  of  providing  an  ambulance  service.  Theoretically,  Medicare 
allowed  charge  at  this  amount  will  cover  the  "average"  community  standard.  The  issue 
of  establishing  minimum  federal  norms  is  reserved  for  funhcr  discussion  in  Section  7. 

Even  with  this  definition  of  payment  adequacy  in  mind,  it  is  clear  from  Section  4 
that  the  true  opponunity  cost  of  providing  ambulance  services  is  difficult  to  measure  for 
some  provider  types.  For  example,  volunteer  labor  and  free  garage  space  are  not  truly 
without  cost.  However,  these  costs  are  not  accounted  for  in  ambulance  firms'  balance 
sheets.  To  the  extent  that  charges  also  do  not  reflect  these  real  service  costs,  debates 
about  the  adequacy  of  Medicare  reimbursement  are  reduced  to  role  of  the  federal 
government  versus  the  local  community  in  ensuring  an  adequate  EMS  capability.  If 
some  communities  arc  more  successful  in  motivating  EMS  volunteers  or  using  local 
taxes  to  subsidize  EMS  operations  than  others,  should  the  federal  government  still  pay 
the  "true"  resource  costs  of  this  service  to  providers  in  that  community?  Certainly  one 
would  hesitate  to  have  Medicare  pay  ambulance  providers  an  amount  that  covers  cosu 
that  would  have  been  incurred  had  paid  labor  been  used  even  though  the  service  is 
provided  by  volunteer  workers.  This  issue  becomes  more  complex  when  ambulance 
charges  from  different  provider  types  (e.g.,  volunteer  and  private)  are  pooled  to 
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deierraine  Medicare  fee  screens.  The  policy  implications  of  these  costs  differences  bv 
provider  type  arejanalyzed  further  in  Section  7. 

Finally,  the  empirical  finding  that  a  large  number  of  ambulance  runs  result  in  no 
transport  also  has  implications  for  pncing.  In  the  Project  HOPE  Survey  of  Ambulance 
Providers,  for  the  average  ambulance  company  22  percent  of  all  runs  resulted  in  no 
transport.  Similar  to  the  impact-  of  higher  community  EMS  standards,  this  has  the 
effect  of  shifting  the  average  cost  curve  upwards  or,  in  essence,  increasing  the  average 
cost  of  an  ambulance  run  (with  transport).  Thus,  even  if  charges  were  set  to  cover  the 
average  cost  of  runs  that  result  in  transport,  ambulance  providers  would  still  make  a 
loss  on  every  run.  Again,  the  optimal  level  of  no  transport  runs  is  at  issue. 

5  J  Methodology 

In  the  discussion  that  follows,  1989  marginal  and  average  industry  costs  are 
compared  to  average  Medicare  allowed  charges  for  the  four  states  included  in  the 
Survey  of  Ambulance  Providers  (Massachusetts,  Michigan,  Texas,  and  California). 
These  cost  estimates,  also  presented  in  Section  4,  have  been  derived  from  cost  funcuons 
by  substituting  weighted  sample  means  for  the  dependent  and  independent  variables. 
As  a  result,  these  estimates  represent  the  costs  for  the  "typical"  (i.e.,  average)  firm  in 
each  analytical  category  (i.e.,  urban/rural,  provider  type)  in  the  four  States.  Because  of 
the  diversity  in  this  industry,  the  following  discussions  also  highlight  deviations  from  the 
norm. 

In  order  to  produce  estimates  of  Medicare  allowed  charges  comparable  to  cost 
estimates,  two  adjustments  to  the  data  were  made.  Medicare's  average  allowed  charge, 
obtained  from  1987  Medicare  claims  data,  was  inflated  to  1989  levels  by  the  increase 
allowed  under  the  IIC.  Between  1987  and  1989,  the  IIC  constrained  increases  in  the 
lowest  fee  screen  to  four  percent.  This  increase  is  lower  than  inflation  in  the  general 
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economy  and  most  likely  reflects  changes  m  average  Medicare  reimbursement  that 
occurred  in  thos^years.  In  addition,  the  same  weights  used  to  develop  representative 
cost  estimates  for  the  four  States  were  applied  to  Medicare  charge  data  for  those 
States. 

For  this  analysis,  Medicare  allowed  charges  were  distinguished  only  by  ALS  and 
BLS  levels  of  service.  A  separate  reimbursement  figure  for  nonemergency  services  was 
not  produced.  For  the  most  part,  this  accurately  reflects  the  way  Medicare  reimburses 
for  ambulance  services.  Most  Medicare  carriers  do  not  make  a  distinction  between 
emergency  and  nonemergency  runs  although  the  HCPCS  coding  permits  such  a 
distinaion.  In  other  words,  a  scheduled  BLS  run  is  most  often  reimbursed  at  the  same 
rate  as  an  emergency  BLS  run  by  Medicare.  In  the  four  States  analyzed,  only  the 
carrier  serving  the  State  of  Texas  distinguishes  between  emergency  and  nonemergency 
runs. 


Separate  £251  estimates  were  produced  for  emergency  ALS,  emergency  BLS,  and 
nonemergency  runs,  for  most  analytical  categories.  In  some  cases,  however,  reliable 
estimates  for  this  level  of  detail  could  not  be  obtained  and  a  more  aggregate  cost 
model  was  specified.  This  was  the  case  for  urban  providers,  where  cost  estimates  were 
not  distinguished  by  emergency  and  nonemergency  services,  and  volunteer  providers 
where  an  average  cost  for  all  runs,  regardless  of  the  level  of  service,  was  produced. 

There  are  three  caveats  to  take  into  consideration  when  comparing  Medicare 
allowed  charges  to  costs.  First,  for  the  cost  estimates,  urban  providers  are  defined  as 
those  located  in  communities  with  25,000  or  more  residents.  The  definition  used  for 
the  estimates  of  allowed  charges  is  whether  or  not  the  beneficiary  lives  in  the  Census^ 
defined  MSA.  Urban  cost  functions  estunated  using  the  MSA  definition  were  not  well- 
behaved  and  produced  aberrant  results.  This  is  partly  because,  under  the  MSA 
definition,  many  providers  serving  small  communities  (of  3,000  to  5,000  persons). 


sometimes  located  miles  from  the  nearest  urban  center,  were  included  as  urban.  Their 
cost  profile  and  ewnership  characteristics,  however,  more  closely  resembled  rural 
providers.  While  the  definition  used  here  for  the  cost  estimates  is  more  accurate,  it 
was  prohibitively  expensive  to  compute  alternative  reimbursement  estimates  using  this 
definition  strictly.  The  implications  of  these  different  definitions  of  urban/rural  location 
on  the  conclusions  are  discussed  in  greater  detail  in  Section  5.3. 

Second,  it  is  important  to  note  that  estimates  for  the  Medicare  average  allowed 
charge  could  not  be  controlled  for  provider  characteristics,  such  as  ownership  type,  size 
of  firm,  or  service  mix,  as  this  information  was  not  available  in  Medicare  claims  data. 
If  the  mix  of  providers  reimbursed  by  Medicare  differed  from  that  in  the  sample,  the 
adequacy  of  Medicare  reimbursement  might  be  over-  or  underestimated.  The 
conclusion  to  this  section  further  explores  how  this  might  affect  the  robustness  of  the 
results. 

Third,  one  must  bear  in  mind  that  both  the  cost  and  allowed  charge  data  presented 
in  the  tables  are  estimates.  Because  the  cost  data  were  derived  from  a  sample  of 
ambulance  providers,  there  are  implicit  standard  errors  associated  with  these  estimates, 
which  have  not  been  calculated.  The  computation  of  these  standard  errors  is  difficult, 
as  cost  estimates  have  been  derived  mathematically  from  the  cost  equations  specified 
and  discussed  further  in  Appendix  F.  The  estimates  of  allowed  charges  are  also  based 
upon  Projea  HOPE  calculations  of  Medicare  allowed  charges  for  an  ambulance  run 
from  BMAD  claims  data.  These  are  also  based  on  a  sample,  and  as  explained  in 
Section  3,  defined  runs  excluded  persons  who  had  more  than  one  ambulance  run  in  a 
day.  With  these  limitations  in  mind,  the  words  "approximately"  and  "appear  to"  are 
used  throughout  the  report  when  comparing  costs  to  allowed  charges. 
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As  a  final  note,  it  is  important  to  keep  in 
been  compared  t5  the  actual  costs  of  service, 
costs  for  volunteer  labor  or  subsidized  garage 


mmd  that  Medicare  allowed  charges  have 
No  attempt  has  been  made  to  impute 
space. 


5-3  Payment  Adequacy  for  Rural  Provider* 


Many  rural  ambulance  providers  have  claimed  that  the  charges  allowed  by 
Medicare  are  not  adequate.  In  fact,  it  has  been  argued  that  Medicare  beneficiaries' 
access  to  ambulance  services  in  rural  areas  is  in  jeopardy  because  Medicare's  allowed 
charges  are  far  below  costs.  In  1987,  Medicare  spending  for  ambulance  services  was 
indeed  lower  for  rural  beneficiaries  than  for  their  urban  peers  ($10  per  rural  beneficiary 
compared  to  $15  per  urban  beneficiary).  Although  Medicare's  allowed  charges  per 
beneficiary  were  lower  in  rural  areas,  use  rates  were  also  lower  (89  runs  per  1,000  rural 
beneficiaries  compared  to  110  runs  per  1.000  urban  beneficiaries).  While  this  might 
indicate  access  problems  for  rural  residents,  it  may  also  reflect  cultural  differences.  For 
example,  rural  residents  may  be  more  likely  to  be  transported  to  the  hospital  by  a 
relative  or  a  neighbor  than  urban  residents. 


Despite  complaints  heard  in  the  industry  that  the  average  cost  of  providing  an 
ambulance  run  in  a  rural  area  exceeds  that  of  runs  provided  in  an  urban  area,  results 
ft-om  the  Survey  of  Ambulance  Providen  indicated  the  contrary.  This  finding  could 
panly  be  explained  by  the  fact  that  3S  percent  of  all  rural  firms  in  the  survey  had  a 
predominantly  volunteer  staff  (compared  to  4  percent  in  urban  areas).  In  addition, 
these  providers  were  more  likely  to  use  EMTs  in  place  of  paramedics  and  were  less 
likely  to  have  ALS  capabilities.  Table  5-1  presents  a  comparison  of  the  average 
incremental  costs  per  run  for  rtiral  and  urban  providers  for  the  four  states.  The 
average  incremental  cost  of  an  emergency  ALS  run  for  a  rural  provider  was  $103,  while 
the  average  incremental  cost  of  a  BLS  run  was  $97.  These  costs  are  lower  than  those 
for  the  urban  provider,  which  were  $240  for  ALS  and  $123  for  BLS  runs. 
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Table  5-1  al^Q  compares  Medicare  allowed  charges  to  costs  tor  rural  providers. 
Medicare's  allowed  charges  were  higher  than  average  costs  for  all  levels  of  service  for 
rural  providers.  Even  if  one  factors  in  an  additional  margin  to  cover  runs  that  do  not 
result  in  transport  (based  on  the  survey  finding  that  for  the  average  rural  ambulance 
company  20  percent  of  calls  do  not  result  in  transport),  Medicare  allowed  charges  are 
higher  than  the  levels  of  costs  presented  here. 

Despite  the  apparent  adequacy  of  the  allowed  charges,  it  was  clear  from  analyzing 
Medicare  claims  data  that  substantially  fewer  ambulance  claims  were  accepted  on 
assignment  by  rural  providers  than  by  urban  providers  (73  percent  versus  93  percent). 
This  may  imply  that  fewer  (although  still  a  majority  of)  rural  providers  find  Medicare 
reimbursement  adequate  than  urban  providers. 

As  emphasized  throughout  this  report,  the  industry  is  marked  by  diversity. 
Although  the  objeaive  is  not  to  estabhsh  Medicare  payment  levels  that  cover  costs  for 
all  providers  (thus  encouraging  inefficient  providers),  it  is  wonhwhile  to  explore  just 
how  typical  this  "typical"  firm  is.  Based  on  the  cost  function  analysis  in  Section  4,  the 
most  important  facton  determining  average  costs  per  rural  call  were  the  volume  and 
mix  of  ambulance  services  provided  in  a  year.  Another  important  factor  was  the 
distance  traveled.  The  "typical"  rural  firm  in  the  survey  averaged  slightly  more  than 
600  calls  per  year  and  48  percent  of  all  transport  runs  were  BLS.  The  average  distance 
traveled  for  an  ambulance  was  44  miles. 
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While  the  average  cost  of  an  emergency  BLS  run  for  the  "typical"  rural  firm  was 
$97,  approximately  ten  percent  of  all  rural  ambulance  firms  in  the  survey  averaged 
more  than  $400  per  call  (both  BLS  and  ALS).  In  fact,  rural  firms  comprised  the  bulk 
of  cost  outliers  in  the  survey.  These  high-cost  rural  providers  were  more  likely  to  be 
smaU  (averaging  fewer  than  400  calls  per  year)  and  were  also  more  likely  to  transpon 
patients  long  distances  (averaging  150  miles  per  trip).  If  these  providers  differ 
substantially  from  others  in  the  same  locality  and  if  mileage  add-ons  are  not  adequate 
(a  factor  not  examined  in  this  repon),  Medicare  payment  would  not  be  adequate. 

Another  important  consideration  is  the  mix  of  staff.  One  of  the  reasons  many  rural 
firms  in  the  survey  could  provide  ambulance  services  at  lower  cost  than  their  urban 
counterparts  was  their  reliance  on  volunteer  staff.  In  contrast  to  this,  however,  rural 
ambulance  services  in  California  were  most  often  provided  by  private  firms  with  a 
predominantly  paid  staff.  In  that  state,  rural  ambulance  services  cost  more  than  urban 
services,  on  average.  Medicare's  allowed  charges  for  private  providers  (who  use  a 
predominantly  paid  staff)  in  a  locality  with  a  high  proportion  of  volunteer  providers  is 
unlikely  to  be  adequate.  The  data  in  Table  4-16  showed  that  the  average  cost  of  an 
emergency  BLS  call  for  a  private  provider  (SI71)  was  more  than  twice  as  high  as  the 
cost  for  ail  calls  provided  by  a  volunteer  provider  (S67).  Similarly,  in  areas  where 
volunteer  services  are  being  replaced  by  services  with  panly  paid  or  all  paid  staff,  the 
restrictiveness  of  the  IIC  which  is  based  on  historical  charge  patterns,  could  result  in 
Medicare  allowed  charges  being  below  costs. 

Althou^  not  a  focus  of  the  Congressional  mandate,  it  is  worthy  of  note  that 
average  Medicare  allowed  charges  for  urban  providers  was  lower  than  estimated  cosu 
for  ALS  services  ($206  compared  to  $240).  Oddly,  urban  providers  (with  the  exception 
of  private  providers)  have  not  levied  substantial  complaints  about  the  adequacy  of 
Medicare  payment  for  ambulance  services. 
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One  possible  explanation  for  the  paucity  of  complaints  from  urban  providers  ,s  that, 
in  urban  areas,  g2vernment  owned  and  operated  firms  provide  a  high  percentage  of  the 
ALS  services.  As  discussed  earlier,  another  approach  to  adequate  compensation  for 
ambulance  services  would  be  to  provide  a  government  subsidy  sufficient  to  cover  the 
response  capability  (excess  capacity  costs)  and  to  pay  providers  an  amount  equal  to  the 
marginal  cost  per  run.  In  fact,  Medicare  s  average  allowed  charge  for  ALS  services  in 
urban  areas  ($206)  is  higher  than  the  marginal  cost  of  the  run  ($123).  As  noted  in 
Section  3,  many  providers  receive  government  subsidies  for  their  ambulance  operations. 
The  adequacy  of  Medicare  aUowed  charges,  in  this  case,  rests  upon  the  extent  to  which 
the  provision  of  urban  emergency  ALS  services  is  subsidized. 

As  mentioned  in  Section  5.2,  different  urban/rural  definitions  were  used  for  the 
aUowed  charges  estimates  (MSA/nonMSA)  than  were  used  for  the  co$t  estimates 
(where  communities  were  differentiated  by  having  populations  greater  than  25,000  or 
equal  to  or/less  than  25,000).  However,  because  the  cost  profiles  of  the  urban 
providen  reclassified  under  the  second  definition  were  similar  to  rural  providers  using 
the  MSA  definition,  rural  cost  estimates  are  unlikely  to  have  changed.  The  same  is  not 
true  for  urban  providers,  where  reclassifying  some  providers  within  an  MSA,  but  serving 
small  communities  (who  were  often  volunteer  firms),  as  rural,  would  most  likely  have 
had  the  effect  of  raising  average  costs  for  the  remaining  urban  providers.  Most  likely, 
using  the  community-size  definition  for  Medicare  allowed  charges  would  have  raised  the 
average  charge  levels.  Thus,  whether  Medicare's  allowed  charges  may  be  more 
adequate  (than  shown)  for  ALS  services  is  an  empirical  question  that  is  beyond  the 
scope  of  this  project 

5.4  Payment  Adwiuacv  bv  Tvne  of  Provider 

Table  5-2  compares  marginal  and  average  costs  to  the  average  charge  allowed  by 
Medicare  by  type  of  provider.  Recall  that  it  was  not  possible  to  identify  provider  types 
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in  the  Medicare  claims  data.  Consequently,  this  table  compares  costs  by  provider  type 
obtained  from  ttis  Survey  of  Ambulance  Providers  to  the  average  Medicare  allowed 
charge  across  all  provider  types  in  the  four  states. 

In  general,  the  "typical"  government  and  volunteer  ambulance  providers,  which 
account  for  the  large  majority  of  ambulance  providers  in  the  United  States,  have 
average  charges  allowed  by  Medicare  at  a  level  greater  than  or  roughly  the  same  as  the 
cost  of  providing  an  ambulance  run.  This  is  true  regardless  of  the  level  of  service,  and 
even  when  adjusting  for  no  transpon  runs. 

The  same  is  not  true  for  the  "typical"  private  provider,  which  displays  costs  that 
exceed  Medicare  allowed  charges  for  both  ALS  and  BLS  emergency  runs  ($250 
compared  to  S207  for  an  emergency  ALS  run  and  $171  compared  to  $135  for  an 
emergency  BLS  run). 

Several  factors  contribute  to  higher  costs  for  private  providers.  First,  both 
government  and  volunteer  providers  are  more  likely  to  have  an  all-  or  partly- 
volunteer  staff.  Second,  it  is  highly  likely  that  full  cost  accounting  of  ambulance 
services  is  not  done  by  government  agencies.  The  fact  that  expenses  for  office  and 
garage  space  were  often  relatively  low  for  government  providers  leads  one  to 
believe  that  part  or  all  of  these  costs  may  have  been  borne  by  some  other 
govenunent  agency.  Finally,  private  providers  were  much  more  likely  to  have 
ALS  capabilities.  In  particular,  they  were  much  more  likely  to  provide  paramedics 
on  a  call,  regardless  of  the  level  of  service. 

E>espite  the  fact  that  average  Medicare  allowed  charges  were  somewhat 
below  cost  estimates  for  private  providers,  anecdotal  accounts  suggest  that  private 
ambulance  providers  account  for  a  large  volume  of  ambulance  services  provided  to 
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Medicare  beneficiaries.  (This  was  not  a  testable  hypothesis  since  provider-type  was 
not  identifiable  iifthe  Medicare  claims  data.)  A  possible  explanation  for  this 
apparent  anomaly  is  that  private  providers  are  supplying  more  of  the  nonemergenq 
(scheduled)  runs  to  Medicare  patients.  Most  Medicare  carriers  do  not  distinguish 
between  scheduled  and  unscheduled  runs  in  reimbursing  for  ambulance  services. 
As  a  result,  the  average  allowed  charge  ($207  for  an  ALS  run  and  $135  for  a  BLS 
run)  exceeded  or  was  roughly  comparable  to  the  average  costs  of  providing 
scheduled  runs  ($132).  Empirical  results  showed  almost  90  percent  of  all  scheduled 
runs  in  the  Survey  of  Ambulance  Providers  were  provided  by  private  firms.  Nearly 
55  percent  of  all  transport  runs  provided  by  the  "typical"  private  firm  represented  in 
these  cost  estimates  were  scheduled. 

5J  Conclusion 

The  preceding  analysis  indicates  that,  on  average,  Medicare  allowed  charges 
for  ambulance  services,  in  the  four  sampled  States,  were  roughly  comparable  to 
average  costs  for  rural  providers  and  for  most  provider  types.  This  is  true 
regardless  of  the  level  of  service.  The  one  exception  is  private  providers  where 
average  Medicare  allowed  charges  are  lower  than  costs  for  emergency  services.  For 
these  firms,  however.  Medicare  reimbursement  exceeded  the  MC  of  providing 
scheduled  ambulance  rxins.  This  result  is  consistent  with  the  empirical  finding  that 
a  large  proportion  of  ambulance  services  provided  by  private  firms  are  scheduled 
runs. 

Although  these  conclusions  are  consistent  with  anecdotal  reports  about  the 
ambulance  industry,  there  are  some  caveats  to  keep  in  mind.  First,  it  was  not 
possible  to  control  average  Medicare  reimbursement  for  such  differences  as  size  of 
provider,  provider  type,  or  average  distance  of  calls.  If,  for  example,  the  average 
firm  reimbursed  by  Medicare  differed  from  the  "typical"  firm  represented  in  the 
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sample  from  which  the  cost  function  was  generated,  results  may  have  been 
different.  In  mq«  cases,  however,  the  direction  of  these  differences  is  clear.  For 
example,  it  is  likely  that  most  Medicare  beneficiaries  would  be  served  by  the  larger 
firms  than  these  "typical"  firms  (e.g.,  in  one  urban  area  one  very  large  firm  provided 
the  vast  majority  of  services).  Cost  estimates  derived  for  this  larger  firm  would  be 
lower,  thus  reinforcing  the  conclusion  that,  in  general.  Medicare  allowed  charges  are 
adequate. 


It  is  notable  that  average  Medicare  allowed  charges  for  rural  firms  are 
roughly  equal  to  that  for  urban  firms  in  these  four  States.  This  result  differs  from 
Medicare  reimbursement  by  urban/rural  location  for  the  nation  as  a  whole.  Factors 
such  as  greater  average  distances  for  an  average  ambulance  run  in  States  like  Texas 
and  California  could  account  for  this.  Similarly,  the  higher  proponion  of  private 
providers  serving  rural  areas  in  California  could  account  for  this.  Both  of  these 
facton  could  be  reflected  in  the  cost  estimates.  However,  it  is  possible  that 
Medicare  beneficiaries  living  in  rural  areas  are  served  by  a  higher  proportion  of 
private  providers  in  these  four  States  than  those  represented  in  the  sample.  In  this 
case,  the  average  cost  curve  of  the  "typical"  firm  serving  Medicare  beneficiaries 
would  shift  upwards,  weakening  the  argument  that  average  Medicare  allowed 
charges  are  adequate  for  rural  providers. 

Due  to  the  diversity  of  the  industry,  the  deviations  from  the  "typical"  firms 
represented  in  the  cost  analysis  are  also  important  to  consider.  Based  on  the  cost 
analysis,  firms  that  provide  relatively  few  calls  in  a  given  year  and  that  serve  large, 
sparsely-populated  areas  are  likely  to  be  cost  outlien,  with  average  costs 
substantially  greater  than  this  "typical"  firm.  If  these  firms  are  atypical  of  other 
providers  in  the  Medicare  carrier's  locality,  .Medicare  allowed  charges  may  be 
below  average  costs. 
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Similarly,  the  implementation  by  the  Medicare  program  of  the  IIC  to 
constrain  paymen_^s  m  1985  may  have  led  to  situations  where  allowed  charges  an 
now  below  average  costs.  Under  this  method  of  determining  fee  screens, 
reimbursement  is  based  on  the  lowest  of  the  previous  year's  fee  screens  and  a 
restrictive  inflation  factor.  Average  costs  are  most  likely  to  exceed  Medicare 
allowed  charges  in  communities  where  the  mix  in  provider  types,  the  mix  in  paid 
versus  volunteer  staff,  or  community  standards  for  EMS  services  have  changed 
substantially  since  1985. 


As  a  final  caveat,  what  is  true  for  the  "typical"  finns  in  these  four  States, 
may  not  be  true  for  the  nation.  The  intent  of  analysis  was  to  select  a  diverse 
sample  by  provider  type  and  urban/rural  location  in  order  to  test  the  hypothesis 
that  Medicare's  allowed  charges  for  ambulance  services  were  adequate.  Based  on 
these  results,  allowed  charges  appear  to  be  adequate,  on  average  in  these  four 
States,  with  the  exceptions  of  payment  to  private  providcn  for  emergency 
ambulance  services  and  payment  to  urban  providers  for  emergency  ALS  services. 

Despite  the  limited  sample,  these  empirical  findings  accord  with  our  intuitive 
understanding  about  the  industry  based  on  the  literature  presented  in  Section  2. 
Volunteer  firms  are  predominant  in  rural  areas.  The  fact  that  a  large  proportion  of 
their  staff  are  not  paid  leads  to  lower  average  costs  for  rural  services.  Private 
providers,  although  representing  a  small  portion  of  the  sample,  provide  a  large 
volume  of  services.  A  large  majority  of  these  services  are  scheduled  runs.  Because 
private  firms  have  a  higher  proportion  of  paid  staff,  more  frequently  provide  ALS 
capabilities,  and  are  most  likely  to  include  all  costs  in  their  accounting  data,  costs 
for  these  types  of  providers  were  higher  than  for  othen. 


5-19 


Sectioo  6:  Medicaid  Survey 


6.1  McthodolofY 

The  adequacy  and/or  appropriateness  of  Medicare  rates  was  also  addressed  by 
analyzing  and  contrasting  Medicare  and  Medicaid  payment  rates.  To  address  this  issue, 
a  telephone  survey  of  selected  Medicaid  programs  was  conducted.  While  the  most 
conclusive  method  of  comparing  Medicare  and  Medicaid  rates  would  be  to  gather  data 
on  all  State  Medicaid  programs,  cost  constraints  and  concerns  about  the  time  that 
would  be  required  to  obtain  0MB  clearance  limited  the  Medicaid  Survey  to  eight 
States.  Since  Medicaid  programs  vary  dramatically  from  State  to  State,  it  would  be 
difficult  to  generalize  about  how  Medicaid  reimbursement  compares  to  Medicare,  even 
with  a  50-State  survey.  Consequently,  the  States  chosen  for  the  Medicaid  Survey  were 
selected  in  an  attempt  to  identify  the  range  of  ambulance  reimbursement  policies  used 
by  Medicaid  programs. 

The  eight  States  selected  for  the  Medicaid  analysis  were:  California,  Georgia, 
Iowa,  Massachusetts,  Michigan,  New  Mexico,  New  York,  and  Texas.  Four  of  these 
states  (California,  Massachusetts,  Michigan,  and  Texas)  were  selected  because  they  were 
part  of  the  Survey  of  Ambulance  Providen  and  because  they  represent  the  four  major 
regions  of  the  United  States  (East,  Midwest,  South,  and  West).  The  remaining  four 
states  (Georgia,  Iowa,  New  Mexico,  and  New  York)  were  also  selected  for  their 
geographic  diversity.  In  addition,  the  eight  States  in  the  Medicaid  Survey  encompass 
different  types  and  concentrations  of  urban  and  rural  areas.  New  York  and  Texas  were 
specifically  inchided  in  the  sample,  since  they  were  known  to  set  reimbursement  rates 
for  ambulance  providers  on  a  regional  instead  of  a  statewide  basis.  Similarly,  Georgia 
and  New  Mexico  were  chosen  because  they  recently  changed  their  ambulance 
reimbursement  policies. 
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Each  of  the  «ight  State  Medicaid  programs  were  called  to  identify  the 
appropriate  person  to  question  concerning  ambulance  reimbursement.  In  most  States, 
the  researchers  were  referred  to  Medicaid  Transponation  Expem.  An  interview  guide 
was  used  to  elicit  information  on  eligibility  and  coverage  restrictions  on  ambulance 
services,  the  rate  structure  and  level  of  Medicaid  reimbursement  in  1989,  and  recent  or 
anticipated  changes  in  reimbursement  policies. 

Although  this  is  not  a  comprehensive  analysis  of  all  Medicaid  programs,  a 
previous  study,  A  50-State  Review  of  Medicaid  Transportation  Services,  conduaed  by 
the  Intergovernmental  Health  PoUcy  Project  (IHPP)  of  George  Washington  University 
in  1985,  was  used  for  comparison  to  the  Medicaid  Survey  results.  The  IHPP  repon 
allowed  some  insight  into  changes  in  both  coverage  and  reimbursement  policies  and 
rates  for  State  programs  between  1985  and  1989.  This  report  also  provided  some 
indication  of  whether  the  eight  States  in  the  Medicaid  Survey  represented  the  norm  in 
terms  of  ambulance  reimbursement  policies. 

U.  Interiovermnenttl  Health  PoUcv  Project  riHPP)  Study 

The  IHPP  Study  focused  on  the  broader  issue  of  transportation  services  covered 
by  Medicaid  programs.  While  this  study  did  not  provide  complete  information  for  all 
Medicaid  ambulance  policies  or  rates,  it  did  allow  for  a  general  evaluation  of  the  range 
of  ambulance  reimbursement  policies  across  all  50  States.  In  addition,  a  comparison  of 
the  IHPP  data  to  the  information  obtained  from  surveys  of  the  eight  Medicaid 
programs  indicated  how  ambulance  rates  and/or  benefits  have  changed  since  1985. 

The  IHPP  report  did  not  present  consistent  information  on  ambulance 
reimbursement  and  coverage  across  States.  In  addition,  where  ambulance  rates  were 
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quoted,  they  were  not  distinguished  by  level  of  service  (ALS  or  BLS).  As  a  result  u 
was  difficult  to  generalize  about  Medicaid  ambulance  policies  across  States  based  on 
this  repon.  One  common  feature  is  that,  unlike  Medicare,  most  Medicaid  programs 
will  reimburse  for  a  variety  of  transportation  services  in  addition  to  ambulance 
transpon.  Covered  transportation  services  may  include,  for  example:  wheelchair  vans, 
taxis,  public  transportation,  and  private  automobiles.  Medicaid  reimbursement  for  these 
services,  similar  to  that  for  ambulance  services,  is  based  on  a  documented  need  for 
medically-necessary  transportation.  However,  in  1985,  as  was  true  in  the  1989  Medicaid 
Survey,  transportation  policies  were  marked  by  diversity. 

According  to  the  1985  IHPP  survey,  the  types  of  ambulance  services  reimbursed 
may  include  base  rates  for  ground  transportation,  air  ambulance  services,  mileage,  and 
waiting  times.  Thirty-four  States  reimbursed  a  flat  fee  base  rate  for  an  ambulance  trip. 
These  base  rates  varied  widely  among  Medicaid  programs  in  the  19  States  with  listed 
rates,  from  $30  in  New  Jersey  to  $87  in  Connecticut  Forty-four  States  covered  air 
ambulance  transportation.  In  most  States,  Medicaid  reimbursed  for  air  services  if  either 
the  patient's  condition  prevented  using  any  other  type  of  transportation  or  the  nearest 
appropriate  hospital  was  inaccessible  by  ground  transport. 

Charges  additional  to  a  base  ambulance  rate  were  also  often  allowed  by 
Medicaid  programs  in  1985.  All  but  two  States  (Alaska  and  Wisconsin)  reimbursed  for 
mileage.  In  the  18  States  with  mileage  rates  listed  for  emergency  transportation 
services,  the  reimbursement  per  mile  ranged  from  $.20  per  mile  in  North  Dakota  to 
$3.18  per  mik  in  Califomia.  Of  the  14  States  that  restricted  the  number  of 
reimbursable  miks,  most  only  required  that  transportation  be  provided  to  the  nearest 
available  and  appropriate  provider.  Other  States  required  prior  authorization  for 
interstate  transport  or  transports  exceeding  a  certain  number  of  miles  (ranging  from  50 
miles  one  way  to  400  miles  total). 
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Twenty-six  Medicaid  programs  reimbursed  providers  tor  time  spent  waiting  for 
patients.  Most  often,  these  reimbursements  were  based  on  15-  and  30-minute 
increments,  often  after  an  initial  period  of  time  had  elapsed.  The  number  of  allowed 
hours  of  reimbursable  waiting  time  was  somewhat  restricted  in  16  States.  Maximum 
reimbursable  waiting  time  ranged  from  30  minutes  to  six  hours.  If  a  return  trip  was 
more  cost  effective,  neither  Idaho  nor  Washington  would  reimburse  for  ambulance 
waiting  time. 

Some  Medicaid  programs  had  other  restrictions  on  various  aspects  of  ambulance 
services  in  1985.  For  example,  five  States  (Alabama,  Georgia,  Missouri,  Pennsylvania, 
and  Utah)  restricted  the  number  of  trips  allowed  per  recipient.  Georgia  restricted  the 
number  of  nonemergency  ambulance  trips  to  one  per  day  and  other  transportation  to 
two  trips  per  day.  Missouri  only  offered  emergency  transportation  and  limited  this  to 
one  trip  per  day.  In  most  States,  non-emergency  transportation,  when  provided,  also 
required  prior  authorization. 

An  IHPP  addendum  to  the  study  indicated  some  changes  had  occurred  in 
Medicaid  programs  since  1985.  The  most  salient  were  transportation-related  cost 
containment  measures.  Both  G)imecticut  and  Oregon  have  passed  laws  to  permit 
competitive  bidding  for  ambulance  services  on  a  Preferred  Provider  Organization  basis. 

6J  Project  HOPE  Medicaid  Survey 

As  previously  mentioned.  Project  HOPE's  survey  of  eight  Medicaid  programs 
provided  more  detailed  information  on  current  ambulance  services  coverage  policies 
and  Fiscal  Year  1989  rate  structure  and  reimbursement  levels  in  California,  Georgia, 
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Iowa,  Massachusetts,  Michigan.  New  Mexico.  New  York,  and  Texas.  Information  was 
also  obtained  on  hem  reimbursement  had  changed  and  any  perceived  future  changes. 

6J.1  Coverage  Policiea 

AH  Medicaid  beneficiaries  across  the  United  States  were  eligible  in  FY  1989  to 
receive  medically  necessary  Medicaid-reimbursed  emergency  ambulance  services. 
Eligibility  for  Medicaid  programs  varied  between  States.    Generally,  Medicaid  eligibility 
includes  those  persons  who  were  categoricaUy  eligible  and  those  who  were  medically 
needy. 

Categorical  eligibility  is  based  on  receipt  of  Aid  to  Families  with  Dependent  Children 
or  Supplemental  Security  Income  benefits,  provided  to  members  of  families  with 
dependent  children  and  older  and  disabled  persons,  respectively.  Categorically  eligible 
beneficiaries  must  also  have  been  below  State-determined  poverty  thresholds.  In 
addition,  some  States  covered  people  who  do  not  receive  funds  from  cash  assistance 
programs  but  are  determined  to  be  medically  needy.  These  people  are  typically  near 
the  poverty  level  and  have  relatively  large  medical  expenses  compared  to  their  incomes. 
In  the  eight  states  surveyed,  all  but  one,  New  Mexico,  covered  both  the  categorically 
and  medically  needy.  New  Mexico  limited  Medicaid  eligibility  to  the  categorically 
needy. 

Medicaid  programs  vary  in  the  level  of  transportation  services  they  will  cover. 
While  some  states  make  a  distinction  between  and  reimburse  differently  for  ALS  and 
BLS  services,  others  treat  the  two  as  one  type  of  service  and  reimburse  the  same 
amount.  Four  of  the  eight  States  surveyed  differentiated  between  ALS  and  BLS 
ambulance  services.  These  included  Iowa,  Michigan,  New  Mexico,  and  New  York. 
Definitions  of  ALS  focused  on  the  services  and  necessary  procedures  performed.  This 
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is  in  contrast  to  the  Medicare  definition,  which  focuses  on  the  type  of  vehicle  used. 
These  services  varied  by  state,  but  included  the  use  of  endotracheal  procedures, 
defibrillation  techniques,  and  EKG.  California,  Georgia,  Massachusetts,  and  Texas  did 
not  make  a  distinction  between  levels  of  ambulance  services.  These  Medicaid  program* 
reimbursed  at  a  BLS  level  regardless  of  the  procedures  performed. 

Medicaid  programs  reimbursed  ambulance  services  in  a  number  of  different 
ways.  Two  States  within  our  survey  sample,  New  York  and  Texas,  reimbursed  on  a 
region-specific  basis.  New  York  is  divided  into  58  local  districts,  each  of  which  is 
responsible  for  setting  rates  and  reimbursement  policies  for  itself.  Texas  is  divided  into 
three  regions.  Each  of  these  regions  has  unique  reimbursement  rates.  New  Mexico's 
Medicaid  program  set  its  maximum  ambulance  reimbursement  at  the  Medicare 
prevailing  charge  level  which  allows  for  different  rates  for  individual  providers.  The 
remaining  five  States  (California,  Georgia,  Iowa,  Massachusetts,  and  Michigan) 
established  ambulance  rates  for  the  entire  State. 

^1  Rate  Structure 

All  eight  Medicaid  programs  surveyed  reimbursed  ambulance  providers  according 
to  a  base  rate  for  an  ambulance  trip.  As  mentioned  previously,  half  of  these  programs 
paid  a  higher  base  rate  for  ALS  services.  BLS  base  rates  ranged  from  a  low  of  about 
$50  in  Michigan  to  a  high  of  $150  in  the  highest  rate  region  of  New  York.  This  wide 
variation  of  rates  was  even  found  within  the  State  of  New  York,  where  reimbursement 
is  set  regionally.  In  that  State,  BLS  base  rates  varied  from  $50  to  $150.  None  of  the 
eight  Medicaid  programs  relied  completely  on  this  base  rate  as  an  all-inclusive  flat  rate 
for  ambulance  services.  Instead,  each  State  reimbursed  separately  for  some  additional 
direct  costs  to  ambulance  providers.  However,  the  types  of  allowed  additional  services 
to  the  ambulance  base  rate  varied  among  the  eight  States.  Additionally-reimbursable 
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services  included,  foi- example,  mileage,  wa.tmg  t.me.  oxygen,  disposable  supphes.  drugs, 
and  neonatal  services.  The  types  of  ambulance  services  reimbursed  by  each  of  the 
eight  .Medicaid  programs  surveyed  are  presented  in  Table  6-1. 

Mileage  was  the  only  additional  ambulance  charge  reimbursed  in  all  of  the  eight 
Medicaid  programs  surveyed.  However,  reimbursement  ranged  from  first  mile  coverage 
in  California,  Iowa,  Michigan,  and  Texas  to  coverage  only  for  distance  traveUed  over 
ten  miles  in  Georgia  and  Massachusetts.  The  dollar  amount  per  mile  also  varied  from 
a  low  of  $0.75  in  Massachusetts  to  a  maximum  allowable  charge  of  $4.00  in  New 
Mexico.  Unlike  most  Medicare  carriers,  none  of  the  eight  Medicaid  programs  identified 
different  mileage  rates  for  ALS  versus  BLS  ambulance  trips. 

Six  of  the  eight  Medicaid  programs  reimbursed  separately  for  oxygen 
administered  during  an  ambulance  trip.  However,  the  method  by  which  these  program 
paid  for  oxygen  varies  from  State  to  State.  Georgia,  Iowa,  and  Texas  reimbursed  for 
necessary  oxygen  using  a  flat  fee.  This  fee  ranged  from  $10  in  Iowa  to  $16  in  Georgia. 
California  paid  an  established  rate  per  tank  of  oxygen  used  ($10),  while  New  Mexico 
paid  a  maximum  of  $15  for  oxygen  administration  and  additionally  reimbursed  for  the 
supply  of  oxygen  used.  New  York's  reimbursement  for  oxygen  services  varied  by 
district. 

Six  States  also  provided  additional  reimbursement  for  waiting  time  for  at  least 
some  Medicaid  ambulance  services.  In  California  and  Michigan  programs,  waiting  time 
was  paid  only  for  certain  types  of  ambulance  runs,  such  as  air  ambulance  or  neonatal 
transfers.  New  Mexico  reimbursed  waiting  time  for  ground  ambulance  transport  if  the 
time  was  necessary  to  stabilize  the  patient  In  Georgia,  Iowa,  New  Mexico,  and  Texas, 
waiting  time  reimbursement  was  offered  for  all  types  of  ambulance  runs.  The  method 
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in  which  ambulance  providers  were  paid  for  time  spent  waiting  also  varied  across 
Medicaid  programs-California,  Iowa,  and  Massachusetts  reimbursed  for  increments  of 
time,  while  Georgia  and  Texas  paid  a  set  fee.  regardless  of  time  spent  waiting. 

In  addition,  three  States,  California,  Iowa,  and  Michigan,  noted  that  they  paid  a 
separate  fee  schedule  for  neonatal  ambulance  services.  Another  three  Medicaid 
programs,  Iowa,  New  Mexico,  and  Texas,  paid  for  the  costs  of  disposable  supplies  used 
during  ambulance  trips.  Only  New  Mexico's  Medicaid  program  separately  reimbursed 
ambulance  providers  for  drugs. 

The  two  most  restrictive  States  in  terms  of  aUowed  billing  for  costs  additional  to 
a  base  rate  were  Massachusetts  and  Michigan.  In  Massachusetts,  additional 
reimbursement  is  allowed  only  for  mileage,  while  Michigan  reimburses  for  both  mileage 
and  waiting  time  for  a  neonatal  transfer.  New  Mexico  and  Iowa  were  the  two  States 
offering  the  greatest  number  of  allowable  additional  charges. 

As  indicated  in  the  IHPP  Survey,  Medicaid  programs  generally  reimbursed  for 
some  types  of  nonemergency  transportation,  in  addition  to  covering  ambulance  services. 
The  mode  of  transportation  covered  varied  across  States,  but  typically  included 
automobiles,  taxis,  wheelchair  vans,  and  ambu-vans.  All  eight  States  in  this  survey  had 
some  provision  for  reimbursing  nonemergency  transponation  but  the  method  and 
amount  varied.  Diverse  approaches  were  exemplified  by  the  States  of  New  Mexico, 
Massachusetts,  and  Iowa.  New  Mexico  reimbursed  nonemergency  services  at  the  same 
rate  as  BLS  services,  unless  the  established  tariff  rate  was  lower.  Massachusetts 
reimbursed  nonemergency,  nonambulance  transportation  as  an  administrative  expense  to 
the  Medicaid  program  instead  of  a  medical  expense.  In  Massachusetts,  the  base  rate 
for  nonambulance  transport  was  one-founh  the  amount  for  a  BLS  ambulance  base  rate 
($21  for  a  wheelchair  car,  compared  to  %90).  Iowa  did  not  reimburse  providen  of 
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nonemergency  ambulance  services,  but  some  reimbursement  for  nonambulance  medical 
transportation  was  available  to  beneficiaries.  In  these  cases,  the  beneficiary  was 
reimbursed  $0.21  per  mile  for  nonambulance  transport. 

Comparison  to  .Vtedicare  Allowed  Charge 

Medicaid  reimbursement  rates  for  certain  ambulance  services  in  the  eight  States 
were  compared  to  the  average  charges  by  selected  procedure  codes  allowed  by 
Medicare.  Rather  than  develop  a  composite  for  States  with  more  than  one  Medicare 
carrier,  an  average  aUowed  charges  by  procedure  code  was  calculated  for  each  carrier 
separately.  Average  allowed  charges  used  for  Medicare  services  were  calculated  from 
the  1987  BMAD  Procedure  File.  In  order  to  compare  these  1987  Medicare  rates  to 
the  FY  1989  Medicaid  reimbursement  rates  obtained  from  State  Medicaid  programs, 
the  Medicare  numbers  were  inflated  to  1989  using  the  IIC.  Using  this  index,  the  1987 
average  charges  allowed  by  Medicare  were  increased  by  4  percent.  The  average 
charges  allowed  by  Medicare  carriers  are  compared  to  average  Medicaid  reimbursement 
by  state  in  Table  6-2. 

It  is  difficult  to  conclude  how  the  total  payment  of  an  average  Medicare  or 
Medicaid  ambulance  claim  would  compare  since  data  on  the  total  reimbursement  of  a 
typical  Medicaid  ambulance  run  are  not  readily  available.  That  is,  data  were  available 
only  for  certain  procedures;  thus  the  effect  of  more  restrictive  policies  related  to 
reimbursement  for  services  additional  to  the  base  rate  could  not  be  examined.  Despite 
these  limits,  this  approach  provides  a  general  indication  of  the  comparability  of 
Medicare  and  Medicaid  rates  for  specific  components  of  ambulance  service. 
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Rates  obtained  from  three  programs  (New  Mexjco.  Georgia,  and  New  York) 
were  not  strictly  comparable  to  Medicare  allowed  charges.  For  example,  in  New 
Mexico  and  Georgia  information  was  only  available  on  maximum  allowed  charges. 
These  rate  screens  are  presented  in  Table  6-2.  The  maximum  allowed  Medicaid 
reimbursement  for  a  BLS  base  rate  was  $90  in  both  State  programs  (Medicare's 
prevailing  for  this  service),  while  Medicare's  average  allowed  charge  for  BLS  base  rate 
services  was  $68  and  $56  in  New  Mexico  and  Georgia,  respectively.  Other  rates  were 
also  significantly  higher  than  Medicare  allowed  charges,  but  no  conclusion  can  be  drawn 
as  it  is  likely  that  average  Medicaid  reimbursement  for  both  State  programs  were  well 
below  these  maximum  allowed  charges. 

New  York  is  divided  into  58  local  Medicaid  districts,  based  on  New  York's 
counties.  Each  Medicaid  district  established  its  own  base  reimbursement  rates,  which 
were  then  approved  at  the  State  level.  While  an  average  reimbursement  across  all  58 
Medicaid  districts  could  not  be  obtained,  BLS  base  rate  reimbursement  ranged  from 
$50  to  $150  and  ALS  base  rates  ranged  from  $85  to  $210.  Empire  BC/BS  (which 
accounted  for  83  percent  of  Medicare  allowed  charges  in  New  York)  was  $105  (BLS) 
and  $179  (ALS),  slightly  higher  than  the  midpoint  of  the  Medicaid  ranges  in  New  York. 

Medicaid  programs  are  generally  known  for  their  restrictiveness  in 
reimbursement  for  all  medical  services.  Therefore,  it  is  not  surprising  that  three 
(California,  Massachusetts,  and  Michigan)  of  the  five  programs  that  could  be  directly 
compared  to  Medicare  allofwed  charges  paid  at  levels  substantially  below  Medicare  for 
base  ambulance  rates.  In  the  California  and  Massachusetts  Medicaid  programs, 
distinctions  were  not  made  for  ALS  and  BLS  services.  However,  the  average  Medicaid 
reimbursements  for  emergency  ambulance  transpon  were  14  and  34  percent  below  the 
average  Medicare  BLS  base  rate,  respectively  ($106  compared  to  a  weighted  average  of 
$123  in  California  and  $80  compared  to  $121  in  Massachusetts).  Mileage 
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reimbursements  were  also  lower  in  these  State  programs  than  those  allowed  by 
Medicare.  In  the  Nlichigan  program,  where  separate  rate  screens  had  been  established 
for  BLS  and  ALS  services.  Medicaid  payment  was  quite  restrictive.  Reimbursements 
averaged  45  percent  lower  for  BLS  base  rates  and  66  percent  lower  for  ALS  base  rates 
than  Medicare  ($51  versus  $92  for  Medicare  BLS  base  rates  and  $61  versus  $180  for 
Medicare  ALS  base  rates).  Mileage  rates  in  the  Michigan  Medicaid  program  were  not 
significantly  higher  than  those  of  Medicare. 

Medicaid  programs  in  the  two  remaining  states  (Iowa  and  Texas)  paid  rates  that 
were  higher  than  allowed  by  Medicare.  Texas  paid,  on  average,  31  percent  more  than 
Medicare  for  the  BLS  base  rate  ($101  compared  to  Medicare's  $77).  As  this  program 
did  not  reimburse  separately  for  an  ALS  trip,  it  is  possible  that  averaging  in  higher  ALS 
charges  to  the  charge  profile  (Texas  uses  the  usual  and  customary  charge  method  of 
determining  fee  screens)  raised  average  reimbursement  levels.  To  test  this  hypothesi*.  a 
weighted  average  Medicare  allowed  charge  was  constructed,  based  on  the  number  of 
ALS  and  BLS  rtins  provided  to  Medicare  beneficiaries  Texas  in  1987  (Project  HOPE 
calculations  from  the  BMAD  Beneficiary  file).  However,  Medicaid  reimbursement 
($101)  was  still  substantially  higher  than  this  weighted  average  ($88).  In  Iowa,  the 
Medicaid  program  reimbursed  at  levels  16  and  8  percent  above  the  average  Medicare 
allowed  charge  for  BLS  and  ALS  base  rates,  respectively. 

These  findings  in  Iowa  and  Texas  may  be  misleading  due  to  the  greater  number 
of  ambulance«related  additional  services  covered  by  the  Medicare  program.  For 
example,  neither  of  these  Medicaid  programs  reimbursed  separately  for  emergency 
drugs  administered  during  transport,  an  item  allowed  by  Medicare.  Considering  this 
and  other  allowable  additions.  Medicare  may  be  allowing  higher  charges  per  ambulance 
run  than  the  two  Medicaid  programs.  However,  both  of  these  Medicaid  programs 
reimbursed  extra  for  items  that  could  substantially  increase  the  total  cost  of  an 
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ambulance  trip:  mileage  and  oxygen.  In  Texas,  rates  were  determined  on  a  usual, 
customary  and  reasonable  charge  basis,  similar  to  the  method  used  by  Medicare.  In 
Iowa,  a  Statewide  fee  schedule  had  been  established  in  1987  based  on  the  74th 
percentile  of  prevailing  charges. 

While  most  of  the  States  surveyed  had  legislation  mandating  that  fee  schedules 
be  updated  annuaUy,  according  to  information  obtained  through  responses  to  the 
Project  HOPE  Medicaid  survey  and  through  comparison  to  the  1985  IHPP  repon,  few 
had  recently  increased  rates.  California's  Medicaid  official  stated  that  Medicaid 
reimbursement  rates  had  not  been  updated  since  1987;  however,  current  rates  are  at 
the  same  level  of  those  quoted  in  the  1985  IHPP  report.  While  Massachusetts'  rate- 
setting  statute  requires  updated  reimbursement  schedules  every  2  years,  however,  a 
scheduled  January  1,  1991  increase  wiU  be  the  first  update  in  several  years.  Texas 
updates  reimbursement  rates  in  conjunction  with  Medicare's  IIC  updates,  based  on 
available  funding.  Following  implementation  of  a  new  fee  schedule  in  July  1987,  Iowa 
froze  its  reimbursement  rates  until  FY  1990,  whereupon  a  2.25%  increase  was  allowed. 


^.4  rhm^ffj  iB  Beunbttngment  Stmcture 

Four  of  the  state  Medicaid  programs  either  recently  implemented  changes  or 
face  potential  future  changes  in  their  reimbursement  structure.  Georgia  was  considering 
changing  its  reimbursement  structxire  to  distinguish  base  rates  between  ALS  and 
BLS  services,  although  the  earliest  a  change  would  be  implemented  is  the  beginning  of 
1992.  Massachusetts  was  also  considering  separate  reimbursement  for  ALS  services  in 
addition  to  reimbursement  for  transport  by  air,  although  current  budget  constraints 
make  early  adoption  unlikely.  In  FY  1990,  the  Michigan  Medicaid  program  plans  to 
define  parameters  for  a  cost  study  of  ambulance  services  in  Michigan.  The  study  is  to 
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funded  by  ambulance  providers,  and,  barring  objections  from  the  State  legislature, 
Michigan  plans  to  sef  reimbursement  at  76  percent  of  the  determined  true  cost  of  ' 
services.  In  early  1990,  New  Mexico  converted  to  a  new  reimbursement  system,  limiting 
the  maximum  allowed  reimbursement  to  the  Medicare  prevailing  fee.  This  change  was 
initiated  because  under  the  previous  system,  New  Mexico  was  reimbursing  at  a  higher 
rate  than  the  Medicare  program.  Previously,  the  New  Mexico  Medicaid  program 
reimbursed  at  State-established  tariffs  that  were  based  upon  provider-specific  pricing 
reports. 


6.4  Concluskm 

As  pan  of  the  Congrcssionally-mandated  assessment  of  the  adequacy  of 
Medicare  payments  for  ambulance  services,  Medicare  rates  were  compared  to  Medicaid 
rates.  Although  our  study  limited  this  comparison  to  an  eight-State  survey  and  a  review 
of  an  earlier  Medicaid  transportation  survey,  it  is  not  clear  whether  a  broader  study 
would  have  yielded  greater  insights.  First,  it  is  questionable  whether  Medicaid  is  the 
appropriate  benchmark  for  comparison.  As  Medicaid  programs  have  an  established 
reputation  of  setting  highly  restrictive  reimbursement  rates,  higher  Medicare  allowed 
charges  for  these  services  do  not  necessarily  imply  that  Medicare  rates  are  "adequate" 
(as  defined  as  the  level  where  average  reimbursement  equals  long-run  average  costs). 

On  the  other  hand,  depending  upon  how  Medicaid  programs  establish  rates,  if 
Medicare  allowed  charges  are  below  Medicaid  rates,  this  does  not  necessarily  imply  that 
Medicare  rates  are  "not  adequate".  For  example,  the  inherently  inflationary  nature  of 
fee-for-service  systems  coupled  with  the  natural  spatial  monopoly  characteristic  of  the 
ambulance  industry  can  lead  to  a  situation  where  charges  are  substantially  higher  than 
costs.  In  New  Mexico,  State-established  lanSs  for  ambulance  services  were  previously 
based  on  ambulance  provider  pricing  reporu.  In  Texas  and  Iowa,  the  usual,  customary. 
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and  reasonable  method  of  establishing  maximum  allowable  charges  was  or  is  used.  In 
all  instances,  this  le^f  to  situations  where  average  reimbursement  for  these  Medicaid 
programs  was  higher  than  Medicare.  The  New  Mexico  program  decided  that  they  were 
paying  at  levels  that  were  "too  high"  and,  instead,  adopted  Medicare's  prevailing  charge 
method.  In  Iowa,  the  usual,  customary  and  reasonable  method  of  paying  for  ambulance 
services  was  dropped  altogether  in  favor  of  a  Statewide  fee  schedule.  It  is  unlikely, 
given  the  restrictions  on  fee  increases,  that  Medicaid  reimbursement  has  remained 
above  Medicare  reimbursement. 


Some  common  features  of  Medicaid  transportation  programs  that  may  be 
relevant  to  Medicare  reimbursement  policy  for  ambulance  services  were: 

o       Medicaid  programs  tended  to  be  more  restrictive  than  Medicare  in 
terms  of  allowances  for  additionally  reimbursable  services  with  most 
programs  only  allowing  more  for  oxygen  and  mileage; 

o       In  addition  to  limiting  the  types  of  additional  services  reimbursed, 

several  Medicaid  programs  set  restrictions  on  the  number  of  trips  in  a 
day  and  reimbursed  mileage  only  after  a  certain  minimum  (e.g., 
10  miles); 


o       For  those  programs  that  do  reimburse  for  separate  levels  of  service,  the 
definition  focused  on  services  and  procedures  performed  and  not  the 
type  of  vehicle  used; 

o       None  of  the  eight  programs  surveyed  reimbursed  different  rates  for 
ALS  and  BLS  mileage;  and 

o       All  Medicaid  programs  surveyed  had  some  provisions  to  reimburse  for 
transportation  in  vehicles  other  than  an  ambulance.  Several  of  these 
had  established  lower  rates  for  nonambulance  transport 
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Section  7:  Summary  and  Policy  Recommendations 

This  study  presents  the  results  of  the  first  comprehensive  examination  of 
ambulance  services  provided  under  Medicare.  One  of  the  objectives  of  the  study-to 
analyze  aggregate  spending  and  billing  patterns-was  quite  general,  responding  to  a 
variety  of  research  and  policy  interests  within  HCFA.  The  next  two  objectives-to 
compare  costs  to  claims  and  to  compare  Medicare  and  Medicaid  payments-were  very 
specific,  responding  to  the  particular  question,  "Is  Medicare  payment  for  ambulance 
services  adequate?" 

While  this  report  cannot  provide  the  definitive  answer  to  all  questions  raised 
within  HCFA  related  to  Medicare  payments  for  ambulance  services,  it  does  provide 
answen  to  some  and  guidance  to  HCFA  that  will  help  in  the  future  in  monitoring  and 
analyzing  both  Medicare  ambulance  expenditures  and  the  ambulance  industry. 
Important  insights  have  also  been  gained  that  can  help  guide  Medicare  policies  for 
ambulance  services.  In  this  section,  the  findings  are  first  summarized.  The  study 
concludes  with  recommendations  of  how  to  structure  Medicare  payments  for  ambulance 
services. 

7.1     General  Instohti  from  the  Anahsii  of  Medicare  Ckims  Data 

The  analysis  of  Medicare  claims  data  underscored  general  findings  that  the 


ambulance  industry  is  marked  by  diversity.  Average  allowed  charges  for  ambulance 
trips  varied  widely  fepth  within  and  across  Medicare  carriers.  Average  allowed  charges 
for  BLS  runs  ranged  from  a  low  of  $56  in  West  Virginia,  to  a  high  of  5189  in 
Massachusetts.  Average  allowed  charges  for  ALS  runs  varied  from  $60  in  Washington, 
D.C  to  a  high  of  $344  in  Oklahoma. 

Service  mix  also  varied  by  region,  with  ambulance  providers  in  the  West  more 
likely  to  supply  an  ALS  service  to  Medicare  beneficiaries  than  those  in  the  East.  ALS 
runs  provided  to  Medicare  beneficiaries  were  roughly  twice  as  expensive  as  BLS  runs. 
Medicare  has  not  adopted  uniform  protocols  regarding  when  advanced  life  support 
services  are  medically  warranted.  Considering:  1)  that  Medicare  spent  an  estimated 
$60  million  more  in  1987  on  ALS  runs  than  if  all  services  provided  had  been  BLS  and 
2)  that  there  is  disagreement  in  the  literature  about  the  medical  effectiveness  of  ALS 
services,  the  development  of  medical  protocols  may  produce  savings  without 
jeopardizing  emergency  service  quality.  This  is  an  area  deserving  further  research. 

Charges  allowed  for  services  in  addition  to  an  ambulance  base  rate,  increased 
the  average  allowed  charges  for  BLS  and  ALS  runs  by  42  and  74  percent,  respectively. 
Mileage  charges  contributed  the  most  to  the  price  of  a  run,  with  oxygen  second.  The 
relative  importance  of  these  additional  covered  services  to  the  overall  price  of  an 
ambulance  run  varied  among  the  carriers.  While  most  carriers  paid  an  all-inclusive  rate 
for  ALS  services,  some  carriers  predominantly  used  the  noninclusive  rate. 


Although  this  study  was  not  designed  to  evaluate  whether  unbundling  of  serMces 
was  economically  justifiable,  results  from  the  Survey  of  Ambulance  Providers,  discussed 
later,  suggest  that  mileage  add-ons  are  essential  for  ambulance  providers  in  rural  areas. 
The  analysis  of  payment  adequacy  also  suggested  that  when  including  all  of  these  add- 
ons services  Medicare's  allowed  charges  were  roughly  comparable  to  costs.  Some 
providers  may  be  unbundling  scivices  because  what  Medicare  allows  for  base  rates  are 
seen  as  below  the  average  costs  of  providing  an  ambulance  run. 

While  most  Medicare  carriers  do  not  distinguish  between  scheduled  and 
unscheduled  runs  in  establishing  charges  for  ambulance  services,  it  is  assumed  that 
persons  that  receive  more  than  one  ambulance  trip  in  a  day  are  likely  to  represent  a 
high  proponion  of  scheduled  nms.  Persons  with  ESRD  were  disproportionately 
represented  among  this  group.  Overall,  persons  with  ESRD  were  nearly  ten  times 
more  likely  to  use  ambulance  services  than  the  general  Medicare  population.  A 
scpantc  study  on  the  use  of  ambulance  servdces  by  the  ESRD  population  is  currently 
being  conduaed  by  HCFA.  Further  policy  implications  regarding  this  high  use  group 
are  discussion  below  in  Section  7.3. 

As  expected,  variations  in  code  use  and  billing  practices  were  evident  among  the 
carriers.  However,  only  four  ambulance  HCPCS  codes  (AOOlO,  A0020,  A0220,  A0221) 
accounted  for  more  than  three-fourths  of  Medicare  ambulance  spending.  The  use  of 
local  codes  was  concentrated  in  carriers  serving  the  States  of  New  York  and  California. 
Some  of  the  variations  in  code  use  were  indicative  of  ambulance-related  coding 
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problems  among  the  carriers  that  warrant  further  investigation  by  HCFA.  Evidenc 
miscoding  was  panFcularly  prevalent  among  the  carriers  serving  the  States  of  South 
Carolina,  Washington,  Oregon,  and  Ohio. 


Despite  these  coding  differences,  the  overaU  quality  of  Medicare  claims  data  was 
adequate  to  allow  an  analysis  of  spending  patterns.  In  the  future,  the  general  trend 
towards  more  uniform  coding  practices  among  the  carriers  is  encouraged.  This  includes 
both  the  movement  away  from  the  use  of  local  codes  and  the  adoption  of  standardized 
code  definitions.  If  potential  abuse  of  a  round  trip  is  to  be  monitored,  more  carriers 
should  be  encouraged  to  use  origin  and  destination  modifiers. 


7.2     AdeqiMCY  of  Medicare  Altowed  Charaes  for  Ambulmace  Strvic^ 

The  adequacy  of  Medicare  allowed  charges  was  assessed  by:  1)  comparing  the 
costs  of  providing  ambulance  services  to  allowed  charges  in  the  four  States  of 
Massachusetts,  Michigan,  Texas,  and  California;  and  2)  comparing  Medicare  to 
Medicaid  payments  in  these  States  plus  the  States  of  Georgia,  Iowa,  New  Mexico,  and 
New  York.  While  the  results  described  in  this  study  are  not  necessarily  representative 
of  the  United  States,  insights  were  gained  that  are  pertinent  ot  establishing  future 
Medicare  policies  for  ambulance  services. 

In  the  comparison  of  costs  to  allowed  charges,  it  is  importance  to  remember 


some  of  Umitations  of  this  study.  First,  the  cost  results  were  based  on  a  sample 
representing  only  4^percent  of  all  sampled  ambulance  providers  in  the  four  States. 
These  providers,  however,  were  roughly  similar  to  those  in  the  sample  with  respect  to 
ownership  and  urban/rural  location.  Also,  the  descriptive  statistics  for  the  sample 
accorded  with  our  intuitive  understanding  of  the  nature  of  the  ambulance  industry  based 
on  the  literature  and  anecdotal  reports. 

Next,  the  cost  and  allowed  charges  figures  presented  in  this  study  are  estimates, 
with  associated  standard  errors.  As  a  result,  the  margins  between  Medicare  allowed 
charges  and  costs  should  be  interpreted  as  approximate  indicators  of  adequacy. 

Perhaps  the  most  serious  limitation  is  that  Medicare  charge  data  could  not  be 
controlled  for  relevant  provider  characteristics.  Thus,  if  the  mix  of  providers  furnishing 
ambulance  services  covered  by  Medicare  differed  substantially  from  sampled  providers, 
our  conclusion  may  have  been  changed.  Because  cost  profiles  varied  dramatically  by 
provider  type,  the  conclusions  derived  from  our  comparisons  by  urban/rural  location, 
where  provider  types  were  pooled,  are  most  likely  to  be  affected. 

72,1   Vrtir^""'  '^rtn« 

Based  on  the  results  of  this  study,  Medicare  allowed  charges  in  the  four 
States  analyzed  covered,  on  average,  the  average  costs  of  providing  rural  ambulance 
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services  (as  payment  adequacy  has  been  defined).  These  results  hold  true  for  all  levels 
of  service  in  rural  areas.  Despite  the  apparent  adequacy  of  average  allowed  charges  to 
rural  providers,  a  smaller  proportion  of  rural  providers  than  urban  providers  accepted 
assignment  for  Medicare  claims.  In  the  analysis  of  cost  outliers,  it  was  clear  that  in 
some  sparsely-populated  communities  served  by  small  firms,  costs  are  significantly 
higher  than  average  Medicare  aUowed  charges.  This  partly  stems  from  economics  of 
scale  in  the  industry.  If  these  firms  do  not  represent  the  norm  in  the  locality.  Medicare 
could  be  paying  at  rates  that  are  significantly  below  the  average  cost  of  delivering 
emergency  services.  In  addition,  mileage  was  shown  to  be  a  major  contributor  to  higher 
average  costs  for  these  rural  firms.  Although  not  examined  separately  in  this  report,  an 
adequate  per  mile  charge  may  be  as  important  as  an  adequate  base  rate  in  assuring  the 
adequacy  of  payment  for  these  cost  outliers. 

Similarly,  results  for  rural  providers,  are  predicated  on  a  mix  of  provider 
types  that  are  primarily  volunteer.  As  this  mix  changes  more  toward  a  paid  staff,  the 
average  cost  of  emergency  services  to  a  community  could  increase  dramatically.  All- 
paid  private  ambulance  services,  for  example,  had  average  costs  that  were  more  than 
twice  as  high  as  volunteer  providers.  Medicare's  Inflation-Indexed  Charge,  which 
constrains  increases  for  historically-determined  costs,  could  be  too  restrictive  in  areas 
where  the  mix  of  providen  is  changing  dramatically. 

On  average.  Medicare's  allowed  charges  for  urban  providen  were  also 
adequate  for  BLS  services.  While  Medicare's  allowed  charges  for  urban  ALS  services 
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cost. 


were  below  the  average  cost  of  providing  those  services,  it  exceeded  the  marginal 
The  adequacy  of  Medicares  allowed  charges,  in  this  case,  depends  upon  the  extent  that 
local  government  subsidizes  urban  ambulance  operations. 


722   Provider  Type 

The  analysis  of  costs  by  provider  type  indicated  that  Medicare's  allowed 
charges  are  higher,  on  average,  than  the  average  cost  of  ambulance  services  for 
government  and  volunteer  ambulance  providers  in  the  four  States  analyzed.  This  is 
true  regardless  of  level  of  service. 

The  same  is  not  true  for  private  providers.  Private  average  costs  for 
emergency  runs  (both  ALS  and  BLS)  were  substantially  higher  than  allowed  charges  for 
the  average  private  provider.  Several  factors  contribute  to  higher  costs  for  private 
providers.  Private  providers  more  often  operate  with  a  paid,  rather  than  volunteer, 
staff.  Survey  data  also  indicated  expenses  for  govenmient  providers  for  office  and 
garage  space  were  substantially  lower  than  those  for  other  provider  types,  leading  one 
to  believe  that  government  providers  may  indirectly  be  subsidized  for  these  costs  by 
some  other  government  agency. 

However,  Medicare's  allowed  charges  were  more  than,  or  roughly 
comparable  to,  the  average  cost  of  providing  a  scheduled  ambulance  nm  in  these  four 


States  for  private  providers.  This  is  clearly  one  reason  why  many  private  providers  ,n 
these  States  have  specialized  in  the  provision  of  a  scheduled  run  service. 


7.2  J   Comparison  to  Medicaid 

The  results  of  the  survey  of  Medicaid  programs  did  not  provide 
substantial  insight  to  the  debate  on  payment  adequacy.  Most  of  these  Medicaid 
programs  use  Medicare  as  a  guide  in  determining  maximum  allowable  charges  and  most 
attempt  to  pay  at  a  lower  level  than  Medicare.  Neither  of  the  two  State  programs  that 
did  pay  higher  rates  than  Medicare  had  developed  their  rates  based  on  an  analysis  of 
costs.  It  is  difficult  to  assess  whether  the  rates  based  on  the  usual,  customary,  and 
reasonable  charges  were  more  or  less  "appropriate"  than  those  allowed  by  Medicare. 

Some  of  the  Medicaid  program's  payment  policies,  however,  warrant 
further  consideration  for  the  Medicare  program.  These  policies  include:  1)  payment 
for  mileage  only  after  a  minimum  distance;  2)  limiting  the  maximum  number  of 
ambulance  runs  in  a  day;  3)  payment  of  the  same  mileage  rate  for  both  ALS'  and  BLS 
services,  espedalfy  considering  the  ability  of  ambulance  firms  to  charge  for  ALS  services 
and  supplies  (eg.,  intubation,  EKG  monitoring,  etc.)  separately,  and  4)  basing 
reimbursement  by  level  of  service  on  the  act\ial  procedures  performed  and  services 
rendered,  rather  than  the  type  of  vehicle  used. 
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"7.3      Policy  Recommendfltinns 


7J.1    Determination  of  Ratca 

In  establishing  rates  for  ambulance  services,  the  overall  objective  for 
HCFA  is  to  pay  an  amount  that  would  ensure  an  adequate  emergency  response 
capability  for  Medicare  beneficiaries.  Considering  the  findings,  presented  in  Section  4. 
that  Medicare  represents  a  small  proportion  of  an  average  ambulance  firms'  total 
revenue  (21  percent),  setting  prices  that  are  too  restrictive  could  jeopardize  Medicare 
beneficiaries'  access  to  ambulance  services. 

The  survey  results,  presented  in  this  study,  showed  that  the  provision  of 
emergency  ambulance  services  is  a  decreasing  cost  industry.  Under  these  circumstances, 
one  approach  to  ensure  provision  of  services  would  be  to  set  charge  rates  at  a  level 
that  would  cover  long-run  average  costs.  These  rates  must  be  sufficient  to  cover  the 
costs  of  runs  that  do  not  result  in  patient  transport  as  well  as  those  that  do. 

Results  from  the  four  State  survey  indicate  that  under  Medicare's  current 
policy,  allowed  charges  were,  on  average,  comparable  to  average  cost  for  most  provider 
types  and  locations.  Nevertheless,  as  this  study  suggests,  there  are  likely  to  be 
legitimate  "cost  outliers"  for  which  Medicare's  allowed  charges  are  inadequate. 


The  C5ffice  of  the  Inspector  General  (OIG)  recommended  that  Medicare 
carriers  apply  inherent  reasonableness  criteria  more  stringently.  These  criteria  allow 
carriers  to  adjust  rates  downward  if  charges  do  not  appear  to  be  economically  justified. 
The  use  of  these  criteria  would  be  particularly  applicable  in  areas  with  unregulated 
rates  served  by  one  or  a  few  providers. 

These  criteria  could  also  be  used  to  adjust  rates  upwards  for  areas  that 
have  legitimately  higher  costs.  These  adjustments  could  be  made  for  sole  community 
providers  serving  sparsely-populated  areas,  similar  to  payment  adjustments  made  for 
sole  community  rural  hospitals.  (RecaU  there  are  economies  of  scale  in  the  provision  of 
ambulance  services,  and,  ceteris  paribus,  the  small  providcn  will  have  higher  costs  per 
run.)  Rates  also  could  be  adjusted  if  a  strong  case  could  be  made  that  the  decline  in 
the  use  of  volunteer  staff,  or  changes  in  community  standards  has  dramatically  increased 
costs. 

132   Scheduled  Rnns 

A  major  finding  of  this  study  was  that  scheduled  runs  are  provided  at 
substantially  lower  cost  than  emergency  runs.  (Approximately  20  to  60  percent  below 
the  costs  of  providing  an  emergency  BLS  run  and  substantially  below  the  cost  of 
providing  an  emergency  ALS  run  in  the  surveyed  States.)  Despite  this  fact,  most 
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Medicare  carriers  do  not  distinguish  between  these  two  distinct  types  of  services  .n 
establishing  chargcsTor  ambulance  services.  One  approach  would  be  to  encourage  the 
use  of  a  separate  code  for  scheduled  runs  (such  as  AO  150,  already  established  for 
nonemergency  runs  and  used  frequently  by  carriers  serving  the  States  of  Alabama, 
Texas,  and  Kansas).  Savings  most  likely  would  outweigh  the  administrative  costs  (e.g., 
changing  the  coding  system  for  some  carriers,  policing,  etc.). 

There  is  a  question,  however,  of  whether  or  not  Medicare  should  even  be 
covering  scheduled  runs  as  pan  of  the  federal  insurance  package.  There  are  three 
considerations  that  arc  important  when  evaluating  the  inclusion  of  a  benefit  in  an 
insurance  package:  1)  Is  the  event  likely  to  lead  to  a  catastrophic  loss?;  2)  Is  the  event 
predictable?;  and  3)  Is  there  the  possibility  of  moral  hazard  (defined  as  when  insurance 
coverage  affects  a  persons'  probability  of  using  the  benefit)?  In  relation  to  scheduled 
runs,  several  points  are  worthy  of  note.  First,  the  charge  for  a  scheduled  run  is 
relatively  low  (an  estimated  $110-including  the  deductible-based  on  round  trip  users). 
Second,  scheduled  nms,  particularly  when  related  to  transport  to  dialysis  facilities,  may 
be  predictable.  Finally,  the  very  high  use  rates  among  the  ESRD  population  for 
scheduled  return  trip  services  suggest  that  there  may  be  some  moral  hazard.  All  three 
of  these  factors  suggest  that  HCFA  should  consider  exclusion  of  scheduled  runs  from 
the  Medicare  benefit  package,  while  still  allowing  for  stop-loss  coverage  for  legitimate 
high  users. 
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7-3 J   Alternative  Payment  Approaches 


Strategies  to  Improve  Community  Coordination.  Based  on  the  data 
presented  in  Section  4,  a  strong  case  can  be  made  for  community  coordination  of  the 
provision  of  emergency  medical  services.  First,  unchecked  competition  among 
ambulance  providers  leads  to  higher,  not  lower,  costs  of  services.  Second,  if  sole  service 
rights  are  granted  by  a  community  to  one  ambulance  provider,  the  monopoly  position 
of  the  ambulance  firm  coupled  with  a  highly  inelastic  demand  for  emergency  services, 
can  lead  to  prices  that  exceed  long  run  average  costs.  Rate  regulation  in  such 
circumstances  is  highly  desirable.  Previous  research  suggests  that  rates  are  lower  in 
communities  that  regulate  prices  for  ambulance  services  than  in  those  that  do  not. 

Finally,  it  was  demonstrated  that  marginal  cost  pricing  combined  with  a 
public  subsidy  could  also  be  optimal.  This  subsidy  would  be  equivalent  to  the  amount 
required  to  cover  the  response  capability  and  the  number  of  no  transport  runs.  This 
response  capability  would  be  (and  usually  is)  decided  at  the  local  community  level. 

As  indicated  in  this  study,  private  providen  are  at  a  distinct  disadvantage 
compared  to  providers  that  receive  subsidies  or  do  not  have  to  pay  their  labor  force. 
One  suggestion  from  the  ambulance  industry  is  to  establish  separate  rate  pools  for  each 
type  of  provider,  or  vary  reimbursement  by  the  level  of  subsidy.  There  are  three 


reasons  why  this  approach  should  be  avoided.  First,  type  of  ownership  .s  not  the  main 
characteristic  distinguishing  the  level  of  subsidy  received.  Some  private  providers  do 
receive  local  subsidies.  Others  have  developed  an  insurance  mechanism,  known  as 
subscription  services,  which  serves  a  similar  purpose.  Second,  establishing  separate  rate 
pools  can  fortify  the  monopolistic  position  of  ambulance  firms  within  the  rate  pool  and 
serve  to  fragment  the  market.  This  is  the  opposite  of  the  desired  effect  of  increasing 
community  coordination.  Finally,  the  administrative  costs  of  varying  rates  based  on 
provider  type  or  the  level  of  subsidy  are  likely  to  be  prohibitive. 

One  option  for  Medicare  would  be  to  provide  for  emergency  services 
through  a  block  grant  program  that  encourages  local  coordination.  This  option,  given 
the  variety  of  approaches  to  EMS  standards  and  the  variety  of  approaches  to  local 
subsidy,  may  be  the  most  efficient.  Under  this  option.  Medicare  could  determine  an 
amount  per  beneficiary  that  would  be  paid  to  States  to  ensure  the  provision  of 
emergency  medical  services  for  Medicare  beneficiaries.  This  amount  may  be  adjusted 
by  geographical  cost  differences.  Initially,  this  could  be  introduced  and  evaluated  on  a 
demonstration-basis. 

Competitive  Bidding.  The  Office  of  the  Inspector  General  suggested  that 
Medicare  may  accrue  substantial  savings  by  encouraging  carriers  to  adopt  a  competitive 
bidding  model  for  ambulance  services.    This  approach  has  been  adopted  by  the 
Veteran's  Administration,  some  hospitals,  some  municipalities,'  and  seleaed  Medicaid 
programs.  While  this  approach  may  be  viable  for  a  community,  there  are  many 
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drawbacks  for  Medicare.  Competitive  bidding  can  successfully  reduce  the  pnce  for 
services  without  jeopardizing  patient  access  when  a  payer  commands  a  large  share  of 
the  market.  Medicare's  market  share  for  ambulance  service  may  be  too  small  to  make 
this  a  viable  approach.  A  funher  difficulty  is  that  in  an  emergency  situation,  response 
time  plays  an  imponant  role  in  patient  outcome.  To  this  extent,  the  nearest  ambulance 
service  provider  may  achieve  the  best  outcomes.  Moreover,  local  regulation  often 
dictates  which  provider  responds  to  an  emergency,  without  discriminating  by  insurance 
coverage.  In  areas  with  a  high  proportion  of  Medicare  eUgibles,  however,  a  competitive 
bidding  model  may  be  a  viable  option  for  scheduled  transport. 

National  Fee  Schedule.  Finally,  the  viabUity  of  establishing  a  national  fee 
schedule  for  emergency  services  deserves  mention.  In  the  past,  HCFA  has  based  rates 
on  the  usual,  customary,  and  reasonable  charge  method.  This  method  is  inherently 
inflationary,  allowing  providers  to  increase  next  years'  reimbursement  by  increasing  this 
years'  rates.  This  has  been  modified  by  the  adoption,  in  1985,  of  the  Inflation-Indexed 
Charge.  For  several  types  of  procedures  and  services  (e.g.,  laboratory  services  and 
physicians'  services),  Medicare  has  moved  towards  the  establishment  of  a  national  fee 
schedule. 


In  Section  4,  the  empirical  finding  that  differences  in  the  degree  of  response 
capability  was  an  important  factor  affecting  costs  was  discussed.  This  response 
capability  and  the  degree  of  local  regulation  varies  substantially  across  conununities.  If 
Medicare  were  to  establish  a  national  fee  schedule  for  ambulance  services,  they  would 
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clearly  reward  those  communities  with  lower  standards  and  punish  those  with  higher 
standards.  Since  Medicare  has  not  developed  federal  standards  for  beneficiaries,  this 
approach  is  not  recommended  at  this  time. 
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AM-M 

MM* 

VM(4 

MS  V 

AM  M 

I11M 

VMM 

MS 

Mtt 

ISIIt 

IMtt 

MS 

MU 

IIU« 

I4)M 

MS 

AM-M 

IIM* 

WMt* 

IMTMSI 

ISSM 

VMM 

MS 

USf 

!»«• 

VM2« 

MS 

MSI 

I4SM 

MM21 

MS 

MSf 

MSM 

MM4« 

MS 

MSf 

USM 

WMM 

MS 

MSf 

MSM 

M74* 

UMKIMI 

AM-M  { 

t41M 

mm 

UWMM 

UHKIMI 

UIW 

mmm 

UMUHM 

AM-M 

USM 

IIM4* 

UMRMM 

AM-M 

1UM 

ZMM 

UMKHM 

AM-M  1 

1«SM 

2MM 

UHKIMM 

AM-M  1 

USM 

22Mr 

UHKNUM 

AM-M  1 

l«SM 

2rNt 

UMKMUM 

AM-M  1 

IMIt 

2M1« 

MS 

MSI 

212M 

Vf2l1 

tmmm 

UMMI 

2tM« 

VV2I2 

UMKNM 

UMKIMM 

aiM* 

vnis 

UMKMM 

UMKMUM 

2t2M 

vrai4 

UHKHUH 

UMKMUM 

2t2M 

(f2IS 

UMKIMI 

UMKMUM 

MSCMiniOM 

IKfi  Mnilor  Milk  or  Milkoul  dtf IbrilUtlon 
CAlMtoay  bM« 
fr«c«dur*  Mcapclon  codt 
ttontmmfd  pracadurn 

NIk.  •uryary  scrvlc* 
Mm.  rMMMf  Mrvic* 
NIm.  clinical  lab  procadur* 

lMla4  aarvica 
iNlafHBMala  aarvica 
aiM.  Mt  aarvica 

Mm  rata,  air  aMulanca.  (laiatcli  f«a> 

■aapllal  M.  MlthauC  raiu  varlabia  haiitit 

tauIlM  vMlputtura 

Ha  *acrlpclan 

Ms  valM  Mak 

■um  aMata 

Carvlcal  callar 

Cal4  Mck 

teata  baain 

■ndairacfcaal  itAa 

IV  aalmlan  cat 

•raMlna  Maad.  MS 

IW  aMinUiralian  aai 

IV  catkatar 

OrcflMrfnaaal  alriMy 

lytTnt"*  (•acandvr  a^lntdrai  Ion  aal 

Sucllan  calbalkar 

AaiMlanca  raund  Irlp.  no  ailaaaa 

AMutanca  trip  haapllal  ta  hoaplial 

MarcaN 

AAilaalan  ta  akaarvallan  unit 
a  rataid  trip  na  ailaaaa 
rawid  trip  m  ailaaaa  Hltk  aarian 
Imca  aarvica  aulal4a  carriar'a  Jurladlctic 
»MMlw»a  aarvica,  MS  baaa  rata  avaning.  Maaka. 

a  aarvica.  Mt  aaartancr.  avaninpa.  Maafci 


fMPi  ikaiialva  canauliaiion  in  kaapital 
raat  cara 

Mlaaga  aulalda  aatrapaliian  tr** 
■a  Macripilan 
turplcal  padi 
Ha  dMcrlptlan 

AaMdanca  tranaparlaiian,  baaa  rata  mIi 


AMMlAMCf 
O-VIt) 

t 
1 
• 
1 
I 
• 

I 

• 

1 
I 
• 

1 
• 

1 
I 
I 
t 
1 
t 
I 
1 
1 
t 
t 
I 
t 
I 
t 
I 
I 


APPENDIX  B 


1 


T«BH  1-1:    Hieoin^  of  :ocii  «90'*e-s       «:?S  "ootfers  irai 
_        Origin  tra  O«»t'n»tion  cr  *nouune»  Suns 


• 

w 

HCPS 

MOOIFEI 

wSCAL  MCSIFEIS 

E:f/NH 

EE: 

ECF/NM 

MOtOI til 

EH: 

ZA/6A0 

:  ZE/aeO  :  ZF/660 

ECF/HN 

'hrtietan's  Offiet 

EP: 

EF/621 

:  EJ(/951 

ECr/NN 

El: 

NOM 

Ecr/NN 

Hi: 

U/6M: 

Nospital 

Naaoi tai 

HI: 

ZN/7iO: 

Moseitai 

Hoaeital  (latum) 

MT 

»hv«ieiin't  Offset 

Moapital 

PN: 

Z0/M1 : 

nam 

Ecr/NN 

It- 

itetoi  tat 

M: 

W/7t0 

:  ZN/801 

ECr/Offiea 

II: 

IA/621 

:  Zl/740: 

Setna 

Noaoitai 

SN: 

'Nytieian't  Office 

ECr/NN/MOW 

PI 

Uli/621 

:  US/A21 

NODaitat 

>»<v»ieian'»  Offiea 

Otnar 

UD/621 

Setna 

ECf/NN 

Otnar 

UC/M1 

Scant 

^hv^ 1 e 1  an' t  Of  f i e# 

wr/&21 

Setna 

Othar 

U6/621 

•"ytieian'a  Offict 

P«»y«ieian'a  O'fiea 

Other 

k#/621 

MMpitai  (latum) 

K 

ZC/«M 

E:r/NN/Nant 

lanai 

ZH 

ZH  60: 

ZJ/6M  :  Z/740  :  : 

./S43 

>anai 

HOm/NN/EC^ 

:i 

ZI/660 

:  Zl/740  :  Zt/T^3 

:»/" 

ECr/NN  (Enreutt  ;o  i«e«o.) 

XX 

.neiattif ia«* 

uc 

•  'Jneiassifiad  inctudes  HCKt  Neatfar  •  uC.  all  ■iisin^  ana  unwoDaoit  moaifitrs. 


APPEKDIX  C 


•  •>Je  c        Ra..^t  ana  w>.and4.«u  Deviucioiis 
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•St4| 

 ?:??!. 

0.47| 

ISO. OOj 
200. OOj 

6a.6ijs1io.i2j 

(CMIIMUCO) 


AlWNtUS 

N 

Nia 

Sl» 

COOf 

10230 

AOOlO 

20.00 

100.00 

1.99 

43029 

2.S2 

3. 33 

0.03 

AO 

SS.OO 

220.00 

49.201 

t 

4.«3| 

4.431 

.1  S4.43 

A022S  1 

AOI 

isr.ooj 

214. 94| 

AOOtO  1 

lorroj 

60.00j 

00.04| 

O.OAj 

000.29 

A0020  j 

t(t2«| 

1 .921 

3.00| 

O.OIj 

•2.14 

A0220  1 

2A00j 

tOO.ISj 

220. 07j 

1.90| 

tl09.20 

«0221  j 

ISOAj 

2  as  1 

1  AAl 

O.OIj 

<2.0$ 

«022S  1 

t| 

S7S.00| 

S/t  00| 

AOOlO  1 

2lfti«| 

4} .00| 

70. }t j 

0.70| 

til .as 

A0020  j 

totooi 

1 .  iri 

1.421 

O.OIj 

•  1.20 

•0?20  1 

SAI 

06.001 

09.20| 

0.4Sj 

«09.I4 

•0?2I  j 

11 

1  .401 

1.401 

 :| 

»l  .40 

0).«2| 

06  i0| 

0.02j 

•0}.62 

I0««0 

AOOlO  j 

iOIOVI 

iO.I/j 

S}.4)| 

0.  lOj 

tSJ.44 

A0020  1 

2l604j 

'  *') 

l.02| 

0.001 

»t.02 

«0220  j 

3S/0| 

I0S.49| 

tOI.49j 

0.00|>I0S.49 

A0221  j 

2.0I| 

2.0lj 

O.OOj 

S2.0I 

«022S  1 

42.92| 

S7.30| 

i.toj 

AOOtO  1 

smoj 

SS.OOj 

Ol.SOj 

t4.A2j 

062.90 

«0020  j 

3«SIS| 

0.07| 

2.00| 

0.20j 

«l  .24 

A0220  1 

2020 1 

20.331 

112.001 

19.031 

•03.33 

(COMIIMJCa) 


SAS 


NIN 


AlUNtUS 
Ml 


SI*  NCAM 


CMIlit  CM! 


CMi 


M22S 

amU 

«*22S 

«ooit 

•0020 
AOOtO 
A0020 

A0220 
«0?2I 
A022I 
AOOlO 
«02?0 
AOOlO 
A0020 
ik0220 
•0221 
«022S 


S9I0 
•  121 
t00Si9 

99*20 I 
75002 I 


O.SO 

ssioo 

(o!«2 

"V.i'i 
ii.ii 

AO.OOj 
2.00| 


1.67 

01. so 

OS.  00 
2.00 
7s!ooj 

n!o2| 

2.S0| 

4S.orj 


o.tr 

V.'si 


01.10 
•00. OJ 

iii.ii 


isitt 


0.00  01.01 

0.S9I  062. sr 


1SII0 

imo' 


O.OSj  tos.os 
0.02|  t2!5S 
O.Stj  »4s!sS 
0.02j  SK20 
«.20|  t6l.(« 
O.OIj  tl.20 
O.ttj  S46.42 
0.00|»129.09 
0.00|«t01.00 
JS.aSj  »76.W 


002 14 I 

iosooj 


S400| 
20S0j 


IS.OOj 


00S2| 


lO.OOj 
t.20| 


46.«0j 
129. OVj 


.•:*?| 

62. I9j 

47.26j 
129. a9j 

las.ooj 


U}S* 
US40 


 'I 

9a44  7j 


171700 j 
10020| 

22SS7| 


las.ooj 

i.OOj 


I  .ooj 


14] 


I.OOj 
IS. 001 


U0.40j 
S.I9j 

472. Slj 
4.07| 

402.001 


0.70|  t2.SS 
102.9*|»2SS.94 
0.04|  t2.S0 
01.10|»220.14 


lOSIO 

*0010 

1 

2279*1 

2S. OOj 

7S.00j 

12.S4j  tS4.A0 

A0020 

.  1 

S*097| 

I.OOj 

4.*9j 

0.4I|  t1.7S 

«0220 

1 

20*9| 

SO. OOj 

2S9.S2j 

S7.79Jt1SS.99 

•0221 

1 

*1S1| 

1.02| 

2.521 

0.4SI  (1.07 

(COMIIOUfO) 


MS 


AllMIUS 

N 

tio 

Nf*tl 

149  It 

■CPCt  MOCfOUBf 
COOE 

M221 

$216 

SO.  00 

U2.S0 

21.07 

•109.91 

2UM 

AMIt 

2r«i« 

40.00 

Ot.AO 

0.20 

•M.IA 

«M2« 

20200 

1.00 

1.00 

o.iri 

•2.24 

M220 

9SS 

SS.OtJ 

tor.n 

2I.]1|  070.20 

*«22t                  j            2(22 j  l.rtj 

2.0Aj 

O.S9j  S2.47 

««22S                 1            12«4|  n.M| 

I00.9«| 

7.S«|  tn.iB 

fabt*  C-2:    Co^rUon  of  Prevailing  CliartM  to  Av«r«»«  l«ii<»ir»Mtnt  for  Sclcctod  MCI^S  Code*.  tWT 


OlS  Oaaa  Rata.  Ona  Way 

w^m  niiaaga 

AIS 

Oaaa  Oata, 

A0010 

AU020 

A0220 

■•9la(i 

1  Stot* 

Carrier  Miafa 

w      Prmmi  I  ing 

Avt.  aaiii>. 

Pravaillng  Avf. 

Raiit>. 

Pravailif« 

V 

Nichiflwt 

'1* 

H.OB 

1.9S 

V 

NirmMota 

72t 

AA 

lao.uo 

77.59 

4.00 

2.05 

16S.00 

V 

NinnMota 

10240 

M.2r 

5.00 

2.14 

260.00 

V 

Ohio 

1AM0 

r6.l7 

S.OO 

2.S5 

194.00 

V 

Uisconain 

9it 

02.51 

1.90 

VI 

Arkanaa* 

S20 

1MI  fMI 
IIMf  . 

00.91 

2.00 

1.S2 

S75.00 

VI 

louittana 

920 

117  AA 
IJf  .till 

AS  VA 

■  AA 

2.57 

S16.00 

VI 

IM«>  n*«  ica 

IMO 

IMl  /Ml 

6S.S1 

S.OO 

1 .94 

220.00 

«l 

~-  ■  1 

11/9 

17/. 00 

Ol  KM 

▼J .  >a 

1.00 

2.01 

64.00 

•1 

laaaa 

«M 

01.00 

n.A4 

%  Ml 

2. 10 

66.00 

VII 

lOHa 

MO 

A  AA 
II. UU 

>S.>V 

0.00 

t.M 

0.00 

VII 

Kanaaa 

oso 

33.31 

1.55 

VII 

Kanaai/Mlaaouri 

OS. 94 

2.00 

2.12 

0.00 

VII 

Niciour i 

■  lew 

A  AA 

02.90 

0.00 

1.24 

0.00 

VII 

Matiraika 

A  AA 

0.00 

2.69 

0.00 

VIII 

Colorado 

16S.00 

102.51 

0.00 

S.62 

VIII 

Nontarta 

rsi 

137.00 

02.00 

S.OO 

1.79 

VIII 

North/South  Dakota 

020 

91.00 

56.50 

2.00 

1.21 

VIII 

Utah 

•10 

120.00 

01.00 

6.00 

4.07 

VIII 

Wyoaing 

ssso 

100.00 

50.  SO 

S.OO 

1.07 

164.00 

IK 

Ariiona 

10S0 

''  OS. 00 

lOS.IS 

S.OO 

4.25 

02.00 

IN 

California 

20S0 

120.00 

105.77 

7.00 

5.12 

24S.00 

II 

Cat  ifornia 

542 

177.00 

127.90 

7.00 

5.40 

297.00 

II 

Maaaal  1 

1120 

125  41 

4.50 

II 

••>■«• 

1200 

M  M 

11*90 

«  00 

4.22 

AIS  Nilaaga 

A0221 


A«v.  Raiab.       Prevail ir« 


173. IS 
247.09 
109.20 
253.94 
161.15 

102.71 
196.26 
190.93 
204.85 
112.03 

91.16 
116.00 
276.09 

05.55 
124.49 


152.00 

170.75 
131.47 

160.94 

moo 

261. SI 
261.14 


0.00 
2.00 


S.OO 
3.00 


2.00 


2.00 
0.00 


6.00 
S.OO 
6.00 

4.00 

2.00 
7.00 

;  00 


Avg.  Raiab. 

 II 


2.03 

2.05 
2. SO 
2.59 

1.49 
2.57 

2. IS 
2.04 


2.07 
1.19 
1.18 


4.16 
1.96 
1.99 
5.10 
S.26 

4.60 
5.41 
5  6S 
4. SO 
S.76 


■•flion  st«t«  C«^rl«r 


••ilroMl  loon 


MS         MU.  on.  «^  ,1,  Ml..,.  AtS  ■.M  t.t..  incluiiv. 


A0010 


A0020  M»20 


ALS  Nil 
A022t 


  "•••»>•      ^r««IU„.      Av.....^.      rr.v....„,      Av,...!*.       pr.v..,*n,  Av,. 

 — ■   n 

«  1020  IM.OO  40.5*  2.00 

:  •••M  ».••  2.06 

«      Or.«an  1300  147  m  iii  a*  am  ■  "'"  '-^O 


MO*  2.55 


1S0.S2 


1.S0 


3.54 


:    rroj.<l  MOPf  C.UutMion.  fro  th«  196/  MMO  Procedure  .nd  Pr«««ilin«  Ch.ra.  (i| 


APPENDIX  D 


I«bl«  0-1  A^lancc  AlloMcd  Charges  By  Carrier  and  legion,  1987 


■•gion  ttau 


Carrier  Nuii>er   Carrier  Hi 


AKoiMd 
Charge* 


Percent 
of  lotal 


Connacticut 
Maine 

NassachuMit* 
Mew  Mai«whire/vei 
•hode  Island 

■EClOH  1  lOIAL 


II       NeM  Jersay 
II      New  fork 
II       McM  fork 
II       Mew  fork 

II  fuerlo  ■ico/V.I. 

•fCIOM  II  101*1 

Ml  »«laMare 

III  tUfylw^ 

III  Penneylvania 

III  Virginia 

III  Uathinglon.  O.C. 

III  Ueat  Virginia 

■feiON  III  tOUl 

IV  riorida 
IV  Georgia 
IV  Kentucky 

IV  NisaUtippi 

IV  North  Carolina 

IV  South  Carol ina 

IV  Icfmettee 

■  ICIQli  IV  iOUt 

»  III  IIUI* 


10210 

21200 

MO 

700 

•70 


the  Travel era 
•S  o<  Nass/Naine 
■S  of  Naasachusetta 
Naasachuacttt  K/NS 
•S  of  Ihod*  Ulwid 


1.112.4K 
41.A22.MI 
2,t7«,aM 
2.014.112 

M.S24.M8 


74.SaO.286 


1.91 
O.SX 
6.9X 
0.4X 

o.n 
to.u 


tssio 

rrudantial 

•.440. 7&2 

1.4X 

14SM 

firoMp  Nealth 

974. SOS 

0.2X 

•01 

•S  of  Uetiern  N« 

H  fork 

•.426.741 

1.4X 

•OS 

C^lre  iC/OS 

44.1S0.264 

7.SX 

971 

So^oe 

SSS.4S0 

O.U 

62.S4S.S02 

10. 4X 

Petvwylvania  Olu 

•  Shield 

1.16S.S22 

0.2X 

■S  of  Maryland 

8.204. 0S2 

1.4X 

a6S 

Pcfwiaylvania  8S 

S2. 961. 029 

8.ax 

10490 

Ihe  Travel  era 

4.212.127 

0.7X 

S80 

Pennaylvania  Olui 

r  Shield 

2.187.79S 

0.4X 

US  10 

NaiionMide 

S.6S1.761 

0.9X 

12. 4X 


S10 

•C/iS  of  AlabwM 

7.759.021 

1.SX 

S90 

•S  of  florida 

2S. 799.072 

4.SX 

1S110 

Prudential  Insurance 

8.279.666 

1.4X 

660 

•C/8S  of  Kentucky 

•.428.91S 

I.4X 

102S0 

The  Travelers 

1.89S.47S 

O.SX 

tSS40 

Prudential 

S. 819.666 

1.0X 

880 
S440 

■C/IS  of  South  Carolina 

2.2S1.076 

0.4X 

Equilebic  life  Assurance 

5,157,142 

0.9X 

6S.S90.0SI 

10  n 

tit 

•  ^  ul    III  iituit 

4  ux 

I«bl«  0-1  Mxjlanc*  AKoiwd  Charscs  ly  Carriar  and  •cgion,  1987 


■•9ian  Slat* 


V  Indiana 

V  Nichisan 

V  Ninnatata 

V  Ninnaaela 

V  Ohio 

V  Uitconain 

aECION  V  lOIAL 

VI  Arkanaaa 

VI  louiaiana 

VI  McM  Ncaico 

VI  OklatMM 

VI  Icaaa 

MblOU  VI  lOlM 

«ll  loMa 

VII  lanaaa 

VII  Kanaaa/Niasourl 
VII  Miaaouri 
VI I  Hcttratka 

■E6I0M  VII  lOIM. 


Allowed 

Percent 

Carriar  Nta 

ii>ar    Carrier  HaM 

Charges 

of  lotal 

6M 

ncwifcai  inauranca 

U.SAO.MI 

2.4X 

710 

OC/Ot  of  Michigan 

20.4SS.960 

4.7K 

m 

OS  of  Ninnaaota 

2.1Sr.42A 

0.4X 

lha  Trawalara 

2.Mr.02S 

0.4X 

MtionMida 

3A.96S.09I 

A.U 

951 

Uiaccnain  Miysiciana  S«rv 

0.M2.2I4 

1.4X 

116.0IA.7S4 

19.4X 

S20 

Arkanaaa  OS 

4.099.751 

0.7X 

Arkanaaa  OC/tS 

11.S2S.tAA 

1.9X 

1M0 

Aatna  Casualty  and  Ufa 

I.049.9S1 

O.IX 

um 

Aalna  Casually  and  lifa 

0,S97.949 

I.4X 

WW 

CroMp  Medical  and  Surgica 

27,001.595 

4.6S 

5I,A72.]9« 

0.9X 

AM 

AM 

OS  of  loua 

1.061,199 

0.5X 

Kansas  OS 

2.510.701 

0.4S 

740 

OS  of  Kansas  Ciiy 

4,610,197 

O.OS 

n2A0 

Canaral  Aaarican  lifa 

5.6M.501 

0.9X 

AiS 

lOMa  OC/OS  Nebraska 

1.559.511 

O.SX 

I7.420.I1S 

2.9X 

VIII 

Colorado 

SM 

Colorado  Medical  Service 

VIII 

Montana 

m 

Montana  Physicians  Servic 

VIII 

North/South  Oakota 

020 

OS  of  North  Dakota 

VIII 

Utah 

910 

OS  of  Utah 

VIII 

WyoMing 

S5S0 

[<)uitable  Lifa 

WCION  VIII  lOUL 

II 

S< 1 lona 

1010 

*«lne  C*ku«lir  and  (lie 

II 

1  •!  (  f  4*«  Ale 

MM 

II 

5*/ 

CalitoDii*  l-hpkiiiMtk  Sir 

A.S25.097 
t.1S0.SA4 
2.004.752 
1.521.199 
111.449 

11,111.661 


^,V9*.»»9 


1.1X 
0.2X 
O.IX 
O.IX 
O.IX 

1.9X 


I  U 
6  at 
s  n 


labia  0-1  Mulanca  Atlowad  Charfas  ly  Carriar  and  lagion,  1987 


■aglon  Slaia 


Carriar  Huiiwr   Carriar  N«m 


Alli 
CItareaa 


Percent 
of  total 


IH 

III 


K 
M 
H 
M 


lii 
Navada 

tCCION  IM  TOTAL 

Alaska 

IdaiM 
Or aeon 
Uaskington 

KfilOH  K  TOTAL 

■ailroMi 

lOlM  MOICMf 


1120 
12M 


1020 
SIM 
ISM 
«M 


1M7t 


Aatna  Casualty 
Aatna  Casualty 


Lifa 
lifa 


Aatna  Casualty  and  lifa 
C9uitable  Lifa  Assuranca 
Aetna  Casualty  and  Lifa 
UMkington  Mysiclans  tar 


Tka  Travalars 


919. 0S9 

104.  MS,  m 

107.  U2 
1.2SS,41S 
4.699.818 
10.$n.577 

IS.A1S.9S2 

1A.SA2.117 

A01.742.SIS 


0.2X 
0.4X 

17.4X 

O.OX 

0.  2X 

1.  H 
1.8X 

S.U 

2.7% 

100. OX 


S«u>c«.    »f*iacl  MM  CaUulallana  froa  ilt«  i9tT  HMO  ProcMiure  file. 


lable  0  2.    Procci^re  Code  MiitMrscwnt  by  Carrier 


KEGION    CMtlEI  SIAIE 


HCPCS  DESOIIPTION 


lOIAl 

lEIMMSENENT 


01 


01 


01 


01 


01 


00700 


00780 


00870 


102  SO 


Nastacluisetts 


CM8IEI  TOIAL 
A0010   MSC  MIE.  BIS.  ONE  tMT 
A0020   M.t.mi  HUE.  ONE  tMT 

A007S  mim 

OfMI 


NeM  Hai^p./VcrMnt  00000 
A0010 
A0020 


Rhode  Uland 


Connecticut 


02 


00001 


NcM  (ork 


02 


0080] 


Hew  York 


OUMIE*  lom 

■AU  lAIE.  IIS,  ONE  WAY 

US. PER  NILE.  ONE  UAY 

OYHER 


CAailEt  lOIAL 
MM10   lASf  lAlE,  US.  ONE  tMV 
A0020   BLS.PEa  NILE.  ONE  IMV 
A0070  OMTGEN 
OTHC> 

00000    CAtRIEB  lOIAl 
A0010    BASE  BAIE.  BIS.  ONE  UAY 
A0020    BIS.PEI  NIlE,  ONE  UAY 
OIHta 


CAaaifA  loiAi 

BAU  tAII.  IK.  an  UA( 
■it.Pfl  Nllf .  OM  tMT 
AiS  BASt  AAlf.  MCMIMClU&IVt 
OIIUH 

AIS  PEA  HUE,  0N(  UA( 
OIHta 

CAAAUa  lOIAl 

BAU  BAIE.  BIS,  ONE  UAY 

AIS.  BASE  BAIE.  All  IHClUSIVE,  ONE  UAY 

BEIUBH  laiP 

BIS.PEB  NIIE.  ONE  UAY 

OIHEB 

CAaaiEB  lOIAl 

BASE 

BASE 

BASE 

BIS.PEB  Nllf.  ONI  UAY 

BASE  BAIE.  BIS.  ONE  UAY 

BEIUBH  IRIP 

BASE 

BASE 

AIS.  BASE  RAIf.  A(  I    INClUSIVf,  OMl  UAY 

BASf 

Oaiu  N 

III  Hi  ■ 


AOOlO 
AOO/0 

Mill 
A0070 
A022I 


00000 
A0010 
A0220 
A0222 
A0020 


00000 
U0640 
U0610 
UOS«0 
A0020 
A0010 
A0222 
U0S60 
UOSSO 
A0220 
U0S7Q 
*UU/0 


41.622.641 
30.323. 1st 

9.031. 815 
828.6S0 

1.4S9.06S 

2,176.890 
1.484.402 
472.189 
220.299 

2.014.112 
1.849,232 
63.1S4 
47.750 
55.976 

11,598,460 
9,057.982 
1.595.292 
1,145.186 

S, 112.485 
1,882.412 

702.  KB 

120, 

108,118 
87,751 

211.502 

8,426.7^1 
4.053.657 
2.047.506 
1.420.157 
688.100 
1.150.821 

44.150.264 
11.950.268 
7.191.714 
5,815.056 
5.218.729 
4,211.940 
2.082,561 
2,058,707 
1,666,515 
9/8,97! 
76A.699 
/<■  I .  tvs 
I  inv  /// 


100.00 
72.85 
21.70 
1.99 
5.46 

100.00 
68.19 
21.69 
10.12 

100.00 
91.81 
3.14 
2.37 
2.68 

100.00 
78.10 
12.05 
9.87 

100  00 
60  4S 
22  56 
5  87 
5  47 
2  82 
6.80 

100.00 
47.87 
24.50 
16.85 
8.17 
13.66 

100.00 
27.05 
16.50 
15.17 
11.85 

9.54 

4.72 

4.62 

5.78 

2  22 

I  74 

I 

i  ta 


I  able  0  2.    Procctkjrc  Code  tciiOursMeot  by  Carrier 


RfCION    CAtRIER  SIAIE 


NCPCS  DCSCRIMIOM 


TOTAL 

REINMSEICHT 


02         1S510        New  Jersey 


02         UJSO        New  York 


03         00570  Dell 


0]         OOSaO        Uashii^ton.  O.C. 


0> 


01 


01 


0] 


006«0 


0086S 


10490 


Maryland 


Pennsylvania 


I6SI0 


Virginia 


West  Virginia 


A0010 


CMIIEt  TOTAL 

IMC  MTE,  OLS.  ONC  tMT 

•UfKi  NILE.  ONE  UAV 


A0010 

y0021 
UOMO 


A0010 
A0020 
A0070 


00000 
A0010 
A0020 
A0220 
A022S 


AOOlO 
A0020 
E0410 

uei22 


00000 
A0010 
A0020 
A0220 


AOOlO 

Aooao 

A0220 
A0040 


00000 
AOOlO 
AOO^O 

M??2 
/SOlO 


C«MU«  TOTAL 

MSE  lATE.  OLS,  ONE  MAT 

OTMCt 

lAK 

OTNEI 

CARRIEt  TOTAL 

MK  UTE.  OLS.  ONE  UAT 

•IS.PCt  NILE.  ONE  IMV 

OKVGEN 

OTHER 

CAMIER  TOTAL 

•ASE  tAIE.  BLS.  ONE  UAT 

■IS.KR  NILE.  ONE  UAT 

AIS,  OA&E  RAIE.  AIL  INCLUSIVE.  ONE  UAT 

ALS  MSE  RATE.  MONIHCIUSIVE 

OTHER 

CARRIER  lOIAL 

•AU  RAIE.  RLS.  ONE  UAT 

RLS.PER  NILE.  ONE  UAV 

OHTUN 

HI  CUT 

OTHER 

CARRIER  TOTAL 

MSE  RAIE.  RLS.  ONE  UAT 

•LS.PER  NILE.  ONE  UAT 

AiS.  MSE  RAIE.  ALL  INCLUSIVE.  ONE  UAT 
OIHER 

CARRIER  101 AL 

BASE  RAIE.  BLS.  ONE  UAT 

RLS.PER  NILE.  ONE  UAT 

ALS.  BASE  RAIE.  AIL  INCLUSIVE,  ONE  UAT 

HELICOPTER 

OINER 

CARRIER  lOIAL 

BASE  RAIE,  BIS,  ONE  UAT 

BtS,PLR  HKE,  ONE  UAT 

>i  lUilN  IRIP 

BASi   t  Uii 

•  IS  a<M   ■•II  aHatim,,,.!,) 

•  •  \    k<'i    ■<!•     ai  ,    ifc.,,,  I,,     ,a,|  ^ti 


;>2.961.029 
«1,2n,209 
«.550.*J7 
5.5U.OSS 
3,7M.S2S 

4.212,127 
2.678.47S 
867. 16S 
S69.4S6 
85.S4I 
215,486 


5,651,761 
1,246,552 
1.149,247 
aiB. 17} 

6i.9,SB? 
'•ni.  114 

I .  /a/ 


100.00 
75.09 
22.95 
1.98 

100.00 
57.78 
20.87 
8.74 
12.61 

100.00 
85.19 
12.68 
2.02 
2.11 

100.00 
76.10 
16.70 
5.16 
2.15 
1.91 

too. 00 
79.10 
8.85 
4.65 
2.78 
4.64 

100.00 
77.95 
8.55 
6.40 
7.12 

100.00 
65.59 
20.59 
8.77 
1.98 
5.07 

100.00 
22.06 
20  55 
U  (.8 

II  <V 

III  .'A 


lable  0-2.    Procedure  Code  ■ciatxjrscMni  by  Carrier 


MClOH    CMIIEI  SIAIE 

03         16S10        Ueti  Virginia 


lOIAL 

ItCfCS    OESaHPIION  REINMMSENEMI 


04  OOSIO  «| 


04  00S90  Florida 


04  00*60  teolucky 


04 


OOUO        South  Carolina 


04  0)440  letwtettce 


M1M 
MW10 
MMM 
MI22S 
A0222 
119092 
A0070 


A01S0  NON-ENEK.  /MMN.AHCE.  OASE  MIE  ONE  IMV 
A0221    Alt  rU  MILE.  ONE  IMT 


CAMIU  lOrAL 

MM-BKM.  AMULANCE,  OASE  HAIE  ONE  UAV 

■ASE  MfC,  lis,  ONE  IMV 

•LS.fH  NIIE.  ONE  IMT 

AIS  lASE  tAfE,  NONINCIUSIVE 

•ETUUt  nif 

EKC 

ONVGEN 

OINE* 


CARRIE!  lOTAl 
A0010    RASE  RAIE.  ilS,  ONE  UAV 
A0220    ALS.  RASE  RAIE.  All  IHCIUSIVE,  ONE  IMT 
A0020    RIS.PER  NIIE.  ONE  UAT 
A0070  OKTCEN 
A0222    REIURN  IRIP 
DINER 

00000    CAM  If!  lOUL 
AOOtO    RASC  RAIf.  RIS,  ONE  UAT 
A0020    RIS. PER  NIIE.  ONE  UAT 
A022S    AIS  RAU  RAIE.  NONINCIUSIVE 
A0070  OKTCEN 
OIMER 

00000  CARRIER  fOIAl 

A0100  HON-ENERC,  TAHI.  INIRA  CUT 

A022I  AIS  RASE  RAIE.  NONINCIUSIVE 

A0020  RIS.PER  NIIE,  ONE  UAT 

A0220  AIS,  RASE  RAIE.  All  INCIUSIVE,  ONE  UAT 

A0070  OXTCEH 

U090S  EKC 

A0222  REtURN  IRIP 

A022I  AIS  PER  NIIE,  ONE  UAT 
OINER 

00000  CARRIER  lOIAL 

A0010  RASE  RAU,  RIS.  ONE  UAT 

A0222  REIURN  IRIP 

A0225  AIS  RASE  RAIE.  NONINCIUSIVE 

A0020  RIS.PER  HUE.  ONE  UAT 

A0070  OKTCEN 

A0220  AIS.  RASE  RAIE,  All   INCIUSIVE.  ONE  UAT 
01  HER 


(toooo  rAHsiia  luiAi 
*ooio   lAsi  a*!!  .  Bi 


3S9.AI2 
164.995 
240.699 

759.021 
2,242,677 
1,802.9S1 

i.sas,22S 

851.758 
716.265 
286,049 
245,814 
210.284 

25,799,072 
14,124.041 
5,305,887 
3,756.313 
1.048.920 
972.861 
593.050 

8.428.91} 
5,192.292 
1.813.012 
719.859 
204.780 
298,950 

2.251.076 
1.123,357 
297.326 
252,492 
252,273 
104,356 
69,496 
54,772 
50.739 
46.461 

5.157.142 
2,810,165 
822,065 
552,295 
302.467 
181.501 
166.117 
1?2.552 

1 .  liV) .  <.  /•) 

I.  »6i 


6.36 
2.92 
4.26 

100.00 
28.90 
23.24 
17.83 
10.98 
9.23 
3.69 
l.U 
2.97 

100.00 
54.75 
20.56 
14.56 
4.07 
3.77 
2.30 

100.00 
61.97 
21.51 
8.54 
2.43 
3.55 

100.00 
49.90 
13.21 
11.22 
It. 21 
4.64 
3.09 
2.41 
2.25 
2.06 

100.00 
54.49 
15.94 
10.71 
5.87 
1.52 
1.22 
6  ?S 

lUU.IMI 
59  <•! 


lable  0-2.    Procedure  Code  aeii«>ur«eMnt  by  Carrier 


•EGION    CMMIE*  SIAIE 

Oi         00720  HinfMsoia 


HCPCS  OESCIIPIION 


lOIAl 

•EINMMSCNEMT 


A0220  MS.  MSE  MIE,  All  INCIUSIVE.  CMC  IMV 
A0223    Alt  MSf  MIE.  NOMIHCIUSIVE 


009SI  Uiscofwin 


102«0  Nirawsota 


K  Ohio 


06  UO^^O  Arkansat 


06         00^28  louisiaoa 


06         00900  leias 


MMtIO 
AOOM 

A0222 
A0220 


MM10 
A0220 
A0020 
A0070 


00000 
A0222 
AOOlO 
A02?0 
A0020 
A«IV> 


AOOlO 
A022O 
A0020 

Aooro 


AOOlO 
A0220 
A0020 
A0070 


A0150 
AOOlO 
A0220 
A0020 
A02?l 
«0??2 
«600? 
•IM/O 


CAMin  TOTAL  8  S02  2U 

8A8C  MIC.  M.S.  ONE  UAV  S'SSZ'SJ? 

•IS.Pfl  NIIC.  one  UAT  1  ISSisOS 

KTUM  TUP  592.068 

AIS.  lAK  RATE.  All  INCIUSIVE.  ONE  UAY           338. 7M 

OTHU  M3.Sn> 

CAMICI  TOTAL  2  387  82S 

8ASC  tATi.  BLS.  ONE  UAV  i;282;3S4 

ALS,  iASC  MTE.  All  INCLUSIVE.  ONE  UAV  S07.26S 

BIS.PH  NILE.  ONE  UAV  «39  831 

OHVCEH  $1  408 

OlUCt  |06;9*7 

CAAAIEA  lOIAl  36.963.093 

If lUAM  ItIP  8  620  800 

M«  lAIE.  tlS.  ONE  kMT  7.5u!o6l 

AIS.  MSf  MIE.  All   INCIUSIVE.  ONE  UAT         4.781  168 

■IS.PfA  Hllf ,  an  UAT  4  730  052 
NON  fNEtC.  AMMJlANCf.  MSf  MIf  ONf  UAI  3!)64!ll0 

«>'•*■  7.752.902 

CAAAIft  lOIAl  4.099.751 

•ASE  MIf,  IIS.  ONE  UAT  2.343.582 

AIS,  MSE  MIE.  All  INCIUSIVE.  ONE  UAT  873.728 

■IS.PEI  NILE.  ONE  UAT  «61  101 

OXTCEN  137.'027 

OI"e«  84,315 

CAaaiE*  TOTAL  11,323.166 

MSE  tAIE.  81$.  ONf  UAY  7.227,593 

ALS,  MSE  MIE.  All  INCLUSIVE.  ONE  UAT  1,741.027 

•IS.PEI  NILE.  ONE  UAT  1  460  688 

478.325 

<"•«■  415,533 

CARRIE*  lOIAl  2T  801  595 
HON-fNERC,  AMWJlAHCf.  MSE  RAIf  ONE  UAV        7!  122*249 

■ASE  RAIE.  BIS.  ONf  UAT  5,315.304 

AIS.  BASE  RAIE,  All  IHClUSIVf,  ONE  UAT         4.263  460 

■IS.PfR  Nllf,  ONE  UAT  3. 345.604 

AIS  BASE  RAIf,  HONINCIUSIVE  1*770*594 

Ri  iiiRN  I8IP  i^sas'sis 

••^1  I  ,>w'l45 

OaiUM  e64l'.l«» 

*4  •.    tta    Mill       <M     mAI  £,4/  /4| 


12.08 
11.76 
3.34 
5.00 

100.00 
68.60 
13.36 
6.96 
3.98 
7.10 

100.00 
53.70 
21.24 
18.42 
2.15 
4.48 

100.00 
2S  32 
20.33 
12.9} 
12.00 
9  64 
^0.97 

100.00 
57.16 
21.31 
16.13 
3.M 
2.06 

100.00 
63.83 
15.38 
12.90 

4  22 
3.67 

100.00 
25.62 
19.12 
15.54 
12.03 
6.37 

5  ^0 
t.  bl 
1  itV 
I  II 


labic  0  2.    ProcMkire  Code  MciiturcMMni  by  Carrier 


RfGIQH    CMMUt  SIAU 


HCPCS  KSOIIPIiaH 


TOTAL 

tCINMMSENCHT 


06 
06 

06 


00900 
0IS60 

01370 


Texas 

New  Ne*ico 
OfclahoM 


07 


00640 


0/ 


iMtwaUa 


006S0 


Kansas 


V8060  EK6 
V6102  MlfiNf 
OIKt 


*001« 

M»20 
«00M 


A0220 
A01S0 
A0010 
«0020 
U7011 


AOOtO 
*00?0 

AOOTO 


07 


00740 


Kansas/Nistouri 


AOOlO 

AOo;o 

«0?20 
A0070 


00000 
MISO 
A0010 
A022] 
A0020 
A0220 
A0222 
A0221 
A0070 
VOlOO 


00000 
AOISO 
A0??0 
AOOlO 

til.'.  I 


CMKItl  rOTAl 
■Mi  MIC,  U.S.  ONE  MAY 

2f!'Ji"  ll^lUSIVt.  ONE  UAT 

Ut.PCI  MILE.  ONE  UAV 
CINE* 

CA««IE«  TOTAL 

•"ClUSIWE.  ONE  UAV 
MM-ENEM.  AMULAMCE.  USE  MTE  ONE  MAV 
lASE  KATE.  KS.  ONE  WMV 
■LS.PER  NILE.  ONE  UAV 
■ASE 
OTHEt 

CAM  IE!  TOTAL 

•AU  tAIE.  ILS.  OME  UAV 

•IS, PER  NIIE,  OME  UAV 

Alt.  MU  lAlf,  AIL  IMCIUSIVE.  ONE  UAV 

OaVUH 

OIMEA 

CAMIfl  lOIAL 

■ASE  tAIE,  lis,  OM  UAV 

■IS.M*  NIlE.  ONE  UAV 

AIS.  MSE  RATE.  AIL  INCLUSIVE,  ONE  UAV 

OKVCtN 

OTNER 

CARRIER  TOTAL 

HON  ENERC.  AMHJIAHCE.  RASE  RATE  OME  UAV 
iAU  RATE,  RLS,  ONE  UAV 
ALS  RASE  RATE,  HONINCLUSIVE 
RLS, PER  HUE,  ONE  UAV 

ALS.  RASE  RATE,  ALL  INCLUSIVE.  ONE  UAV 

RETURN  TRIP 

ALS  PER  NILE.  ONE  UAV 

OKVCEN 

EKC 

OTHER 

CARRIER  lOIAL 

NON  t«»C,  AMBUIANCE.  BASE  RAIE  ONE  UAV 
AIS.  RASE  RAIE.  All   INCIUSIVE    ONE  UAV 
R*S(  RAIE.  BIS.  0M(  u«* 

«l  S  HAS!  .    iMIHiNI  III^IVI 

•i  V  PI  •  nil  I  .  iMi  w«> 
•  IV  •  I  •  Mil  I      ■»!    w«  • 


3.061,199 
1.770.760 
66S.044 
439,361 
126.712 
4,469 

1.5i9,55l 
1,048,165 
285,186 
161.091 
54.142 
10.929 

2.518,703 
661,008 
478.622 
465.869 
365.741 
239. 128 
89.947 
73.951 
59.875 
53.437 
J1.125 

4,630,397 
1,354,927 
1.342.352 
Sflt.BJ? 
4S;,.08I 
tV6. VOV 


1.37 
1.24 
3.12 

100.00 
43.38 
31.94 
19.47 
5.21 

100.00 
37.08 
21.84 
20.48 
10.90 
4.57 
5.13 

100.00 
57.85 
21  72 
14.35 
4.14 
0. 15 

100.00 
67.21 
18.29 
10.33 
3.47 
0.70 

100.00 
26.24 
19.00 
18.50 
14.52 

9.49 

3.57 

2.94 

2.38 

2.12 

1.24 

100.00 
29.26 
28  99 
1?  S7 
9  81 


table  0  2.    Procedure  Code  •eiMburscMenl  by  Carrier 


REGIGN    CAHIEII  SIAIE 


HCPCS  DCSCaiPIION 


lOIAl 

REINMMSCNEHI 


07 


07 


00740 


1t2M 


KansM/NitMuri 


NiMouri 


T0001  SUPfLIES 
A0070  OKVfiEM 
VOOOl  IM 


MM1« 

MMM 

utm 

A0220 
A0070 
9300S 


08 


OOiiO 


Colorado 


MMIO 

M»2S 
A0020 
A0221 
A0070 
TtOIS 
A02IS 


com 


Horn  ana 


08 


00820 


MW10 
A0020 
AOOSO 
A0070 


North/South  Oakoi  00000 


08 


08 


00910 


0SS30 


Utah 


Uyoning 


A0010 
A022] 
A0020 
A0070 


00000 
AOOlO 
A0020 
A0070 
A022I 


00000 
AOOlO 
A0020 
AOOiO 
AO//0 


CMUM  fOTAL 

■Mf  UIC.  US.  ONE  WAV 

M.S.PH  NIIE,  ONE  UAT 

Alt  tASE  MU.  HONINCIUSIVE 

AIS.  iAK  lAtE.  All  INCLUSIVE.  ONE  UAT 

ONffiEN 

EKfi 

OtNEt 

CAIRIE8  TOfAl 

BASE  RAtE.BLS.  ONE  WAV 

AIS  OASC  MTE,  NONINCLUSIVE 

ilS.KK  NILE.  ONE  UAT 

ALS  PER  NILE.  ONE  UAT 

OXTGEN 

■ASE 

NISCELLANEOUS  OlSPOSAglE  SUPPLIES 
OINCt 

CAailfl  lOIAl 

•ASE  MIE,  IIS,  ONE  UAT 

•IS. PER  NILE.  ONE  UAT 

AIR.  ONE  UAT 

OITCEH 

OINER 

CARRIER  TOIAL 

BASE  RAIE,  BLS.  ONE  UAT 

AIS  BASE  RATE.  NONINCLUSIVE 

•LS.PER  MILE.  ONE  UAT 

OXTCEN 

OIMER 

CARRIER  TOTAL 

•ASE  RAIE,  RLS.  ONf  WAT 

•LS.PER  NILE.  ONE  UAT 

OXTCEN 

ALS  RASE  RAIE.  NONIMCIUSIVE 
OINER 

CARRIER  10! AL 
•ASE  RAIE,  RIS,  ONE  UAT 
•  IS, PER  NIIE.  ONI  UAT 
Alt.  ONi  WAT 

AIS.  SASt  aAll  All  IMllllSIVI.  imt  UAI 
(••ID  « 


119.021 
107.741 

a9.ssi 

S9.S8S 

3.S92,B20 
676,408 
494.087 
249.808 
215.125 
174,630 
249.625 

6.I2S.897 
2.243. 12S 
2.141.316 
721.650 
361.872 
331,706 
254,571 
234,519 
37,140 

1,130.364 
n5,0O5 
217,567 
56,780 
47.339 
73,673 

2,004,752 
846,405 
498,403 
445,598 
75,471 
138.875 

1,521,199 
926,590 
438,067 
44,149 
40,037 
72,356 

331,449 

u}.aso 

90.808 

?S,  US 
?/. 

W  l%4 


PERCENT 


2.57 
2.33 
1.93 
1.29 

100.00 
63.58 
11.97 
8.74 
4.42 
3.77 
3.09 
4.42 

100.00 
35.46 
33.85 
11.41 
5.72 
5.24 
4.02 
3.71 
0.59 

100  00 
65.02 
19.25 
5.02 
4.19 
6.52 

100.00 
42.22 
24.86 
22.23 
3.76 
6.93 

100.00 
60.91 
28.80 
2.90 
2.63 
4.76 

100.00 
41.40 
27  4,2 
I  S9 
6  66 

s  in 


able  D-2.  Procedure  Code 
EGION    CMRIEI  SUIE 


r»t  by  Carrier 


HCKS  OESCaiPTIOM 


TOIAL 

•EIN8IMSENENI 


California 


01030 


01120 


Arixona 


Ol/W  ■««ad« 


MI220 
A0019 

AOOM 
V0001 
A0221 
A0070 
T0002 


AOOlO 
*00?0 
A0220 
•N»90 
A0070 


OtNEa 

CAM  If  I  lOTAL 

MA,  MM  MIE,  All  IMCIUSIVE,  ONE  UAY 
MM  MTf .  US.  ONE  WAV 
■It.MI  NILE.  ONE  UAT 
MK 

ALS  Pfil  NILE.  ONE  UAV 

ONTKN 

NICNf 

OINCI 


AOOM 
A02M 
AOOM 


00000 
A0010 
AOOM 
A02M 


CAMIEt  lOIAl 

MK  MIE.  MS.  ONE  UAV 

ALS.  MK  MIE.  ALL  INCLUSIVE. 

■LS.PE>  NILE,  ONE  UAT 

DINER 


ONE  UAV 


CAM  ICR  lOIAl 

MSE  RAIC.  US.  ONE  UAT 

AIR,  ONE  UAT 

AIS,  MSC  RAIE,  All  INCLUSIVE.  ONE  UAT 
OIHER 

CARRIfR  lOIAl 

A* St  RAlf.  lis.  ONt  UAT 

SIS, PER  NIlE,  ONE  UAT 

AIS.  RASE  RAIL,  All  INCLUSIVE,  ONE  UAT 

EKC 

OXTCEN 

OTHER 


S2. 567, 2U 
19.282.682 
12,7M.n8 
6.U7,882 
5.977.120 
2.531.J81 
2.UI.624 
1.*24.557 
2.29S.050 

7.996.JJ9 
5.73S.78« 
2.284,579 
1.«77.896 
298.080 

919,039 
5/0,692 
158.649 
123.133 
66.565 

2,564,»9» 
1,216.512 
450,945 
443.676 
82.701 
74.517 
296,648 


02050 


Cal ilornia 


I  00930  Uashington 


T0001 
A0010 
A0020 
A0220 
A0222 
A0070 
T0002 


00000 
AOOlO 
A0220 
A0020 
A0221 
A0222 
AOO/0 


CARRIER  101 AL 
RASE 

RASE  RAIE.  RIS.  ONE  UAT 

RLS.PER  NIIE.  ONE  UAT 

ALS,  RASE  RAIE,  AIL  INCLUSIVE,  ONE  UAT 

RETURN  IRIP 

OXTCEN 

NICHI 

OINER 


CARRIER  lOIAl 

RASE  RAIE.  RIS.  ONE  UAT 

AIS.  RASE  RAIE.  All  IMCIUSIVE, 

RIS. PER  NIIE.  ONE  UAT 

A(S  PER  NilE.  ONE  UAT 

RfluAN  IRIP 

01  lU  N 

01  Ml  ■ 


ONE  UAT 


40,855,604 
15.6M.527 
7.300,259 
7,182,040 
4,180,402 
2,367.819 
1,380,3U 
958.522 
1.797,647 


10,5n,577 
5,342,234 
2,203.074 
1.557.510 
449,327 
14 1 , 1  n 

(>6/.B(K 


9.55 


100.00 
36.68 
24.29 
11.70 
11.37 
4.82 
4.08 
2.71 
4.36 

100.00 
46.72 
28.57 
20.98 

3.n 

100.00 
62.10 
17.26 
11.40 
7.24 

100.00 
47.43 
17.58 
17  30 
3.22 
2.91 
11.57 


100.00 
38.40 
17.87 
17.58 
10.23 
5.80 
3.38 
2  35 
4.40 

100.00 
50.52 
20.84 
14.  n 
4  25 
J  21 
2  01 
4  4.> 


table  D-2.    Procedure  Code  ileiat)urseawnt  by  Carrier 
■EClOH    CAMIfl      SIAIE  HCPCS  DCSCMIPIION 


lOIAl 

■EINWMSENENr 


10  01020  Alaska 


10         OlJao  Oregon 


10         OMM  idaiM 


n  lOO/l  tailroad 


lotal  Nedicare 


00000  CABaiCt  TOIAl  io7  U2 

A0010  MK  MU.  tlS.  ONE  UHT  Aj'tSS 

«022S  Alt  am  lAIE.  HOMINCIUSIVE  17*279 

A09W  UMItTCO  MMUIAMCE  SERVICE  a'zIO 

MM20  M.S.NI  NILE,  CHE  MY  a  139 

*00M  All 

AOOra  ONVGEM  3  i/a 

00000  CAMIH  TOTAL  6  699  810 

A0010  MK  tATE.  ilS.  ONE  UAY  2  Hi' 122 

A0223  ALS  UK  RATE.  MONINCLUSIVE  1  8«8  Oil 

A0020  KS.KI  NILE.  ONE  UAY  787*0(8 

A0221  ALI  PEB  NILE.  ONE  UAY  I,l7'a9 

A0070  OMYCEM  MS  775 

•21^  "0II-INE8C.  ANMJLANCE.  tASE  RATE  ONE  UAY  3081901 

V0170  HICNT  254  99] 

A0220  Al$,  lASE  AAIE,  AIL  INCLUSIVE.  ONE  UAY  IJI.'SSO 

<>»"*■  «1i;579 

00000  CAMIfB  lOIAL  |  25S  415 

AOOlO  AASf  tAlf.  US.  ONE  UAY  'tis'tlt 

A0221  AIS  MSi  RAU.  MOHINCIUSIVE  iTk'it'i 

A0020  RlS.ffR  NILE.  ONE  UAY  m'555 

Om»  44;457 

00000  CARRIER  lOIAL  16,342.117 

A0010  RAU  RAIE.  IIS.  ONE  UAY  7  010  491 

A0150  NOH-ENERG.  AMiUlAMCE.  RASE  RAIE  ONE  UAY  3.109!o59 

A0020  RLS.PER  NILE.  ONE  UAY  2  185  070 

A022O  ALS.  RAK  RAIE.  All  IHCIUSIVE.  ONE  UAY  2.146!l11 

A0223  AIS  RASE  RATE.  NONINCIUSIVE  513  915 

A0070  ONYCEH  423  113 

A0070  OTHER  9741358 


S60I. 409.413 


Source:    Project  MOPE  Calculations  fro«  1987  RNAO  Procedure  file 
Note:    Eiicludes  Puerto  Rico/Virgin  Ulandc  data. 


100.00 
60.91 
16.13 
5.80 

5.n 

5.70 
2.96 
2.78 

100.00 
31.96 
27.88 
11.75 
6.68 
5.21 
4.61 
3.81 
1.96 
6.14 

100.00 
51.79 
30.37 
14.21 
3.60 

100.00 
42.85 
19.00 
13.35 
13.12 
3.14 
2.59 
5.95 


Tabl*  0-3.    Average  Allowed  Charge*  for  Selected  Aatxilance  Codes,  1967 


Region  Stat* 


■LS  tMo  Rata      iLS  Per  Nil* 
Carrier  mmt»r         A0010  A0020 


AIS  ia«*  Rat* 

Incluaiw* 
A0220 


ALS  Rate  Rate 

Hon- inclutiv* 
A0223 


ALS  P*r  Nil* 

A0221 


Comacticut  ItOO 

Naine  21200 

Niaactiuaatta  700 

N*M  HaNpalifrc/VMWtt  710 

RiMdt  Uland  870 


«6.ai 
68.16 
116.01 
S8.S8 
8S.9I 


3.06 
2.24 
S.49 
2.18 
1.91 


133.47 
70.28 
178.43 
101. S3 
93.S5 


18S.27 
95.38 

121.19 
87.53 


2.47 
5.88 
2.57 
2.00 


Nan  J*ra«y 
M*M  York 
M*M  y*rk 
H«M  Tork 


1SS10 
14330 
801 
803 


63.93 
129.89 

74.53 
105.58 


2.33 

2.02 
2.80 


150.90 
179.23 


1.91 


0«laMar* 
Nary I  and 
ra>mayl»anla 
Virginia 
yaaklngion.  O.C. 
Virginia 


570 
600 
865 

10490 
580 

16510 


69.37 
85.92 
87.66 
55.44 
57. 9J 
54.68 


2.04 
1.87 
1.68 
1.82 
2.45 
1.75 


156.12 

131.58 
10S.49 
61.86 
153.99 


198.83 
45.01 
50.00 

109.9] 


2.25 
2.01 

1.87 


IV 
IV 
IV 
IV 
IV 
IV 
IV 
IV 


All 

riorida 
Georgia 
Kentucky 

NiB*i»*iw>i 
North  Carol  iiMi 
South  Carolina 
T« 


510 
590 
13110 
660 
10250 
13340 
880 
5440 


60.29 
69.21 
54.25 
53.01 
51.83 
45.55 
• 

51.89 


1.36 
2.69 
1.81 
1.59 
1.20 
1.28 
1.62 
1.22 


120.30 


89.14 
61.44 
56.59 
98.70 


69.61 

62.57 
79.55 
85.62 
46.42 
57.62 
75.43 


1.45 
2.55 

1.69 
1.40 
1.20 
1.74 
1.37 


llllnoi* 

Indiana 

Nichigan 

Ninneaota 

Mtiratoia 

Okie 


621 
630 
710 
720 
10240 

9\* 


67.64 
65.22 
88.08 
77.59 
68.29 
/6  17 
•2  51 


2.55 
2.55 
1.95 
2.05 
2  14 
2  15 
I  vg 


107.89 
152.44 
173.13 
247.89 
109.28 
251.94 
1*1.15 


151.44 

240.97 

ai.ia 

19/  M 


2.64 
2.05 

2  as 
?.sa 


I  1/ 


6S.  15 


1  1,9 


Tab(«  0-3.    Average  A( lowed  Charges  for  Selected  Aatiulance  Code*. 


Region  State 


Carrier  Ikater 


■LS  lase  Rate 

A0010 


ilS  Per  Nile 

A0020 


AIS  Reee  Rate 

Incluaive 
A0220 


ALS  iase  Rate 

Hon- incluaive 
A0223 


AIS  Per  Nile 
A022I 


VI 
VI 
VI 
VI 

VII 
VII 
VII 
VII 
VII 

VIII 
VIII 
Will 
Will 
VIII 

II 
II 
II 
IK 
IK 

X 
H 
K 
K 


Louiaiana 
Nen  Neiice 
Okli 


I 
t. 

Kanaaa/Ni 

Niaaourl 

Nebraaka 


Colorado 
Nontana 

■erik/teutk  takeia 

Uti* 

•tng 


Art  tone 

California 

California 

Hawaii 

Nevada 

Alaaka 

Idako 

Oregon 

Uaakington 

Railroad 

Total  Ncdicare 


S2t 
tSM 

nn 


740 
112M 
645 

9M 
751 
•20 
flO 

MM 

1030 

20S0 

M2 

1120 

1290 

1020 
5130 
1300 
930 

10071 


93.30 
65.51 
93.50 
73.64 

53.59 
55.51 
63.94 
62.90 
56.20 

102.51 
02.00 
56.56 
01.00 
50.30 

103.13 
105.77 
127.90 
125.43 
116.90 

40.34 
06.26 
114.94 
113.00 

03.04 

00.53 


2.57 
1.94 
2.03 
2.10 

1.60 
1.55 
2.12 
1.24 
2.69 

3.62 
1.79 
1.21 
4.07 
1.07 

4.25 
5.12 
5.40 
4.50 
4.22 

l.ll 
2.06 
S.U 
4.24 

2.SS 

2.51 


196.26 
190.93 
204.05 
112.03 

93.16 
116.00 
276.09 

05.55 
124.49 


152.00 


131.47 
160.94 

m.oo 

261.51 
134.07 
201.34 


194.09 
100.65 

150.32 

158.95 


115.49 


76.78 


70.85 
177.38 
60.03 


174.24 
122.35 
136.51 
153.40 
41.60 


140.48 
156.79 
168.70 


139.92 
116.00 


2.57 

2.18 
2.04 


3.19 
1.18 


4.36 
3.96 
1.99 
5.10 
3.26 

4.60 
5.41 
5.65 
4.58 


2.50 
4.57 
4.41 

3.54 

2.7B 


II 


Sourta:    ProiMl  MOPf  CaUulaliona  Iram  ih«  IVB/  MM)  ftoimkjf  III*. 
•a  tiaiai  <o(t*  i  ttmiut  tti 

I  •«■  *        •   iKi       •  I  o  >tr.>*l  I  una  i,,m  I  he  aran  Ijcrn  i  raKjvrtl 


labi*  D-4.  Local  Coda  Itoo  By  Carrier.  1987 


■oflion  Stata 


Carriar  tkatmr   Carriar  H«at 


Local  Coda  lolal  Carrier'. 

AUoMod  Ckarta*   «1  lowed  Charge*   Percent  Local 


Carrier  as  a  Percent 
of  total  Local  Codes 


II 
II 
II 
II 


III 
III 
III 
III 
III 
III 


IV 
IV 
IV 
IV 
IV 
IV 
IV 
IV 


Connacilcut 
Maine 

NaasackuMtta 
Mom  HaMpahlra/Vai 
■hode  Island 

KSIOM  I  lOliU. 

MCM  Jersay 
MaM  Tork 
HeM  fork 
NeM  York 

•fCIOH  II  lOIAl 


Maf  ylwid 
Pennaylwanla 
VIrtinia 
Uashinalon,  O.C. 
Kesi  Virfini* 

■[CIOM  III  lOIM. 


All 
f lorida 
Georgia 
Kentucky 
Hississi|)pi 
North  Carolina 
South  Carolina 
lemetsea 

•((.Ida  IV  loiM 

III 

I  .1  .  ^ 


102M 
212W 
7« 
It  7W 
•70 


1U10 
USM 
Ml 
MS 


in 

690 
•6S 

10490 

MO 

tA»tO 


$10 
S90 
1S1I0 
660 

IIMO 
880 

S440 


4VI 


lha  travelers 
•S  of  Nass/Naina 
iS  of  Naasachusatta 
Nassachuaatts  IC/iS 
8S  of  Mioda  Island 


frtidantial 
Srat4p  Maalth 
OS  of  Keatarn 
Ei«>ira  SC/BS 


MaM  York 


Pennsylvania  Hue  Shield 
is  of  Naryiand 
Pemaylvania  BS 
the  travelers 
Pennsylvania  Blue  Shield 
HatioriHidc 


BC/BS  of  All 
BS  of  Florida 
Prudential  Insurartca 
BC/BS  of  Kentucky 
the  travelers 
Prudential 

BC/BS  of  South  Carolina 
Equitable  Life  Assurance 


9i  «*f    III  inwl  k 


1.074.SM 
116.790 
«a6.H9 
98.411 
0 

1.716.S90 
• 

S20.S80 
6S 

M.616.0S9 

M.9M.484 

12.559 
149.502 
1.154.462 
24.255 
1J.771 
649.582 

2.204.1)1 

289.112 
0 

187.077 
188.872 
46.908 
190.298 
108.158 
211.194 

1.421.019 

I.U0^.4I4 

I.  lua.a-k^ 


11.598.460 
S.112.485 

41.622.641 
2.176.890 
2.014.112 

60.524.588 

a.480.762 
•74. JOS 
8.426.741 
44.1M.264 

62.012.072 

1.16}. 522 
8,204.052 
52.961,029 
4,212.127 
2.187.795 
5.651.761 

74.180.286 

7.759.021 
25,799.072 
8.279.666 
8,428,9tS 
1.895.4/5 
5.819.666 
2.251.076 
5,157.142 

65.190.011 

•<  S6U.VBI 


9.n 

s.n 

1.2X 
1.8X 

O.OX 

2.8X 

O.OX 
12.9X 

O.OX 
69.4X 

49. 9X 

I.IX 
4. IX 
2.2X 
0.6X 

0.  6X 
11. 5X 

I.OX 

1.  n 
cm 

2.SI 
2.2X 
2.SX 
6.7X 
4.8X 
4. IX 

2  2S 

9  OX 


1.5X 
0.2X 
0.7X 
0.1X 
O.OX 

2.4X 

O.OX 
0.4X 

O.OX 
42. 2X 

42. 6X 

O.OX 
O.SX 
1.6X 

O.OX 
O.OX 
0.9X 

5. OX 

0.4X 

O.OX 

O.IX 

CIS 

O.IX 

0.5X 

O.IX 

O.IX 

2  OX 

1  sx 

I  HX 


fable  D-4.  local  Coda  Usa      Carrier.  \9t7 


local  Coda 


Total 


•aflion 

Stat* 

Carrier  mm 

tmr   Carrier  Umm  *||om 

ad  Char^ea  All< 

MMd  Charge*  Percent 

V 

Nickitwi 

710 

OC/OS  of  Micliitan 

m,202 

20.43S,9ttO 

V 

Niimaaeta 

7M 

OS  of  Minnesota 

9S.7M 

2.1S7.426 

V 

NifwwMta 

11m  frawal art 

SS.170 

2.S07,02S 

V 

Ohio 

MatiofMida 

5.267. 1S7 

M.963.093 

V 

UUconain 

«S1 

Uisconain  Hiyaiciana  S«rv  ■ 

«.2«6 

0.M2.214 

KCICM  V  TOIAL 

S.92S.041 

IU.01A.7S4 

VI 

Arkanaaa 

S20 

Arkanaas  OS 

17.190 

4  099  m 

VI 

louisiana 

S2t 

AriiansM  OC/OS 

■ I . J& J. loo 

VI 

Maw  Naaico 

tSM 

itetna  Caaualty  and  Ufa 

M 

1.049,931 

VI 

OklatMaH 

1170 

Aatna  Caaualty  and  Ufa 

SM.MO 

VI 

ICRaa 

WW 

Crot^  Medical  and  Sur«lca 

2.M9.109 

27.001, S9S 

■fCIW  VI  lOIM. 

S,090.IM 

&],672.194 

«ll 

laM 

MO 

OS  of  lOMO 

S2I 

3,061, 199 

VII 

lanaaa 

Kanaaa  OS 

00,S27 

2.S10. 701 

VII 

■anaaa/Nlaaourl 

no 

OS  of  Kaneaa  City 

210, 6«S 

4.6S0, 197 

VII 

MUaourl 

1I2M 

Canaral  Aaerican  life 

02, $7) 

VII 

Mattraaka 

MS 

lOMa  OC/OS  Mabraaa 

2)3 

1.339,331 

■CCIOH  VII  lOIAl 

402.349 

17,420,333 

VIII 

Colorado 

no 

Colorado  Medical  Service 

2M,S7I 

0,523,097 

VIII 

Montana 

7S1 

Montana  Phytic iana  Servic 

2.041 

1,150,5M 

VIII 

Morth/Soutli  Dakota 

020 

OS  of  North  Dakota 

72.S96 

2,004.732 

VIII 

Utah 

910 

OS  of  Utah 

14.029 

1,521,199 

VIII 

Wyoalna 

SSM 

((Citable  life 

0 

531.449 

■ECIOM  VIII  TOIM. 

S44,037 

11.313.061 

Carrier  a«  a  Percent 
of  K   .1  Local  Codes 


0.3X 
4.4X 
2.2X 

o.ox 

o.u 

3.U 

0.4X 
0.3X 
O.OK 
4.6X 
9.5X 

3. OX 

O.OX 
5.2X 
S.2X 
1.3X 
O.OX 

2.5X 

4. OX 
0.2X 
3.6X 
1.0X 
O.OX 

5. ox 


0.2X 
0.1X 
0.1X 
4.3X 
O.OX 

8.2X 

O.OX 
O.OX 
O.OK 
O.SS 
S.TX 

4.3X 

O.OX 
O.IX 
0.)X 
O.IX 
O.OX 

O.OX 

0.4X 
O.OX 
O.IX 
O.OX 
O.OX 

0.3X 


u 
II 
II 
II 


Ar lions 
Cat  t  iMn)* 
t  •)  I  iMnia 
■••••I  I 


1010 

n/0 


Aetna  CatusI ly  and  1  lie  tkS  7,996,119 

Occ  Kk-nlsl  1  lie  l/.a6/,0iS  40.aSS.6(K 

Cal  I  (o<ni*  Phr^K  lans  Scr  ^.694.  lU  M .Stl .2\k 

*«ln«  (akkAaliy  end  IK*  0  VIV,0)9 


0.0k 
41. m 
U  tx 

0.0k 


0.0k 
tx 

10. 6k 

0  Ok 


TabI*  0-4.  local  Cod*  Ito*  ly  Carrier.  1967 


■•flion 

Slat* 

Carrier  mmt 

local 

ber    Carrier  NaM  AIIom 

Cod*  Total 
Id  Ctiarfes  Allow 

Carrier 
ad  Ckarges  Percent 

's  Carrier 
local       of  total 

as  a  Pcrc< 
local  Coc 

IK 

Nevada 

1290 

AA^fM    f  AaiAAl  frhJ  *    1   1  J  A 

Nvtna  t>v>uBi(]f  ■no  LiTv 

12f ,r3> 

5.0X 

0.2X 

■ifilON  IM  lOTAl 

X  AMI  ^LA 

104,905. 195 

24. 5X 

55. 4X 

K 

Alaska 

lOM 

107. 142 

6.M 

O.OX 

> 

Idaho 

»1M 

E<fii table  life  Assurance 

0 

1.255,415 

O.OX 

O.OX 

X 

Oregon 

tSM 

Aetna  Casualty  and  life 

512.525 

A.699.8ia 

7.6% 

0.7X 

K 

Wasliingtan 

990 

Wa»liln«t«n  Miysicians  Ser 

285.920 

10,573.577 

2.7X 

0.4X 

■ECION  H  TOTAL 

805,525 

10,615.952 

4.5X 

1.1X 

■ailroad 

icon 

TM  Travelers 

1A.I62.I17 

0.1X 

O.OX 

lOlAi  NCOICAM 

72,550.092 

Ml. 409,505 

12.  IX 

100. OX 

teurca:    Project  MOW  Calculsllena  Iroa  Ike  1907  MM  Procedure  file 


■•gion  St«t« 


TabI*  0-5.  AlloiMd  ChargM  for  NooMtiulancc  Code*  by  Carrier.  1M7 
CarrUr  Huiiwr   Carriar  M«w  Allowad  ChargM 


I  Connacticwt  10230 

I  Main*  liaoo 

I  NaaaadWMtta  TW 

1  NaM  Ha^paklra/WarMtt  IM 

I  Rhoda  laland  gn 

REGIOH  I  TOTAL 

II  NaM  Jaraay  1SS10 

II  Man  Tork  14SW 

1 1  Maw  Tork  801 

II  Maw  Tork  605 

UfilOH  II  101*1 

III  •alOMara  %n 
III  Itorvlanri  «m 
III  PannaylwMla  Mi 
III  Virginia  10490 
III  uaaMnttan.  D.C.  MO 

III  Uaat  Virfinia  16S10 

REGION  III  TOTM. 

IV  AlaiMM  S10 
IV  Florida  SM 
IV  Gaoreia  15110 
IV  Ktntucky  660 
IV  NiaaiaaippI  lono 
IV  Nortk  Carolina  15540 
IV  South  Carolina  OM 
IV  Itrawaaaa  i440 

■ItlOi  IV  lOlM 

•  III  i^ift  4^1 

•  I  «!■•>«  AtO 


Tha  Trawalara  640.757 

OS  of  Naaa/Maina  116.858 

OS  of  NaaaadMiaatta  8.247 

Waaaactmaatta  BC/OS  59.0M 

IS  of  Rhoda  laland  126 

815.064 

Prudantial  1.547 

GroMp  Naaltk  9»,56S 

BS  of  Waatam  Han  Vork  11,992 

Eipira  BC/OS  85.960 

190.664 

Pamaylvania  Olua  Skiald  1.425 

•t  of  Maryland  52,040 

Parawylvanla  OS  54,506 

Tha  Trawalara  5,475 

Pannaylvwtia  Blua  Shiald  5.271 

HaticnHlda  15.045 

151,758 

BC/iS  of  AlabaaM  4.291 

BS  of  riorida  16 

Prudantial  Inauranca  705 

BC/iS  of  Kcntucliy  175.905 

Tha  Iravalara  209 

.  Prudantial  1.700 

■C/BS  of  South  Carolina  51 

Equitabl*  Life  Aaturanca  211.152 

)M.007 

•t  at  III  inuit  W4,t%0 

l^l^i  iMiiai   Ink^ani*  4i.SM 


Carrier  as  a 
Parcant  of  Total 


11. 7X 
2. IX 
O.U 
0.7X 
O.OX 

14. 6X 

O.OX 
1.8X 
0.2X 
1.5X 

5.6X 

O.OX 
0.9X 
1.0X 
O.IX 
0.1X 
O.IX 

2.4X 

O.IX 
O.OX 
O.OX 
5.2X 
O.OX 
O.OX 
O.OX 
5.8X 

r.}x 
1  u 

U.St 


■•elan  Stat* 


TaM*  O-S.  AlloiMd  ChargM  for  HonMliulanc*  Codts  bf  Carrier,  1967 
Carriar  mmtmr   Carriar  Hmm  AlloMad  Oiarsaa 


Carriar  a*  a 
^arcant  of  Total 


y 

iiicnipan 

riO 

iC/M  of  Nichigan 

230 

o.ai 

y 

Minnaaota 

no 

■s  of  mmaaota 

303 

o.ox 

V 

Ninnaaeta 

MM* 

Tiw  Trawalara. 

2.10S 

o.ox 

V 

Olio 

MSM 

MationMida 

3,3A2.799 

60.6X 

V 

Uiacanain 

fit 

Wiaconain  Miyaiclana  Sarv 

703 

O.OK 

3.M4.M4 

64.6X 

VI 

Arkanaaa 

MO 

Arkanaaa  IS 

30 

•M 

Wl 
Wl 

Louiaiana 

S28 

Arkanaaa  IC/BS 

37* 

•M 

VI 

HaM  NaHico 

1S60 

Aatna  Caaualty  and  Ufa 

302 

O.OB 

VI 

OklitKM 

1370 

Aatna  Caaualty  and  Ufa 

499 

o.n 

VI 

taaaa 

900 

Crotp  Nadical  and  Surgica 

123,406 

2.2X 

MfilOM  VI  lOIAl 

124, A» 

2.2S 

Wl  1 

MO 

•S  of  lOHO 

4,4<S 

o.u 

Wl  1 

4M 

Kanaaa  SS 

228 

O.OB 

Wll 

■anaaa/Nlaaourl 

740 

•S  Of  Kanaaa  City 

0 

O.n 

VII 

Niaaourl 

112A0 

Canaral  Aaarican  Li  fa 

390 

o.ox 

VII 

Mabraaka 

«4S 

lOMO  SC/OS  Hatoraaka 

1,157 

0.01 

■CGIOM  VII  TOTAL 

6,260 

o.u 

VIII 

Colorado 

sso 

Colorado  Nadical  Sarvica 

36 

o.ox 

VIII 

Nontana 

151 

Montana  Ptiyaiciana  Sarvic 

3,622 

0.1X 

VIII 

Nortk/Soutli  Dakota 

820 

iS  of  North  Dakota 

2.389 

o.ox 

VIII 

Utah 

910 

■S  of  Utah 

8.913 

0.2X 

VIII 

SMO 

Equitabla  Li  fa 

0 

o.ox 

•EGIOH  VIII  TOTAL 

14.960 

0.3X 

II 

Artiana 

lOM 

Aalna  Caaually  and  lita 

2t 

0  0« 

11 

C      •  ••'nia 

Ar.o 

Oi  <  idantal  I  i  ta 

0 

u  ox 

1  • 

i  •)  I 

la<>ia<nia  Mr*><<ana  Wr 

0  ux 

1 1 

aai  na  (  »%<Mt  1  f  am  i  ■  l» 

0 

0  ux 

TabI*  D-5.  AUoiMd  CtMrgM  for  HoMniiulwic*  CodM  by  Carrier.  1987 


••9<an  St«t« 


Carrier 


CarrUr  Ha 


AlloMed  Ctiargat 


IM  Hmada 

RE6I0II  II  TOTAL 

K  Alaska 

K  IdatM 

X  Oraien 

K  Uaahinftaii 

MfilOM  I  TOTAL 

aallroMl 

TOTAL  IKOICAAC 


1290 


1020 
S1S0 
13M 
930 


10071 


Aatna  Caaualty  and  Li  fa 


Aatna  Caatjalty  and  Lifa  - 
EquitaMa  Lifa  Aaauranca 
Aatna  Caaualty  and  Lifa 
Uaahintton  Ptiyaiciana  Sar 


TIm  Travalara 


1M.800 

m,7«A 

S3 
0 

44.923 
2.727 

49,703 

M.07V 

S,5S2.MM 


Carrier  as  a 
Percent  of  Total 

3. OX 

3.  IS 

O.OK 
O.OX 
0.8X 
0.« 

0.9K 

1.21 

100. OX 


Source:    Project  MPC  Calculatlona  fro*  tite  1907  MMD  Procedure  file 


TabI*  0-6.  «^lanc«  Mlatad  Charge*  for  Provider*  Other  than  Specialty  59  by  Carrier.  196/ 


tegion  State 


Carrier 


Carrier  Ma 


Allowad  Charge* 


Carrier  as  a 
Percent  of  Total 


II 
II 
II 
II 


Connacticut 
Maine 


lire/Varaont 
Rhode  Island 

K6I0M  I  TOTM. 

N*M  Jeraay 
Man  York 
Mom  fork 
lt*M  Torfc 


10130 

Sim 


•70 


1SS10 
US30 
001 

oos 


Tha  Traveler* 
OS  of  Na**/Maine 
OS  of  Naasachuaetta 
Naaaachuaett*  OC/OS 
OS  of  Mtode  lalMd 


rnidantial 
Oroup  Naalth 
OS  of  Uaetem 
Empire  OC/OS 


Man  York 


S0,40S 
75 
5.3S« 
22,934 
367 

79,137 

5,451 
979 
10.140 
5,629 


1.0X 
O.OX 
O.U 
0.4X 
O.OX 

1.SX 

0.1X 
O.OX 
0.2X 
0.1X 


MtlOH  II  fOIM. 


22.199 


0.4X 


III  •olaHare  570 

III  Maryland  mo 

III  PenneylvenIa  065 

III  Virginia  10490 

III  ya*hingtan,  O.C.  500 

III  Ueet  Virginia  16510 


PannayUenia  Olue  Shield 
OS  of  MarylMd 
Pannaylvania  OS 
The  Treveler* 
Petwwylvenia  Olue  Shield 
MationMide 


340 
197.060 
64.772 
659.001 
3.903 
371 


O.OX 
S.7X 
1.2X 
12. 4X 
0.1X 
O.OX 


•fiCIOM  III  fOTM. 

IV  riorida 

IV  fiaorgia 

IV  Kentucky 

IV  MisaiaaippI 

IV  North  Carolina 

IV  South  Carol ifw 

IV  I 


1 1 1 inoi* 


S10 

590 

13110 

660 

10250 

13340 

000 

5440 


621 


OC/OS  of  All 
OS  of  Florida 
Prudential  Insurance 
OC/OS  of  Kentucliy 
The  Traveler* 
PrudMitial 

•C/tS  of  South  Carolina 
Equitable  life  Atturance 


■Sol  III inoit 


926.415 

1.043 

325 
10.064 
14,411 
34.612 
5,469 
2,376 
2.949 

72.049 

90.644 


17. 5X 

O.OX 
O.OX 
0.2X 
0.3X 
0.7X 
O.U 
O.OX 
O.U 

l.4t 


labia  0-6.  Mteilanc*  Mlatad  Oiargaa  for  Providtrs  Other  than  Spacialty  S9  by  Carrier.  1967 


tagion  ttata 


Carrier  Hunter   Carrier  Naae 


AlloMed  Charges 


VI 
VI 
VI 
VI 
VI 


VII 

VII 
VII 
VII 
VII 


Indim 
Nidiigan 
Nimaaota 
Ninneaota 

Ohio 

Wiaconain 
MGIOH  V  TOTAL 


Arka 
Loulaiana 
NeM  Naaico 

Okl^MM 

leaaa 

MSIOH  VI  lOIAl 


Kanaaa/Niai 

Nieaouri 

Mabfaafca 


•EClOM  VII  TOTAL 

Colorado 
Montana 

North/South  Dakota 

Utali 

Wyoaino 

■EClCH  VIII  TOTAL 


m 
m 

10240 
1*360 
«S1 


S2i 

1360 

1SID 


6M 

740 

11260 

64S 


no 

751 
020 
«W 
SSJO 


Mutual  Medical  Inaurance 
K/K  of  Nichigwi 
OS  of  Minnesota 
The  Travel era 
MationMida 

Wisconsin  Physiciana  Serv 


Arkansas  OS 

Arksnaaa  OC/OS 

Aetna  Caaualty  and  Life 

Aetna  Casualty  and  Life 

CroMp  Medical  and  Surgica 


OS  of  lOMO 

Kansaa  OS 
OS  of  Kanaaa  City 
fieneral  Aasrican  Life 
lOM*  OC/OS  Nebraaka 


Colorado  Medical  Service 
Montana  Physiciana  Servic 
OS  of  North  Dakota 
OS  of  Utah 
Equitable  Life 


57.»45 
27,351 
1.009 
S61 
1,700 
4.022 

164.112 

0 
01 

77V 
4,740 
91.991 

97,591 

7.402 
1.363 
12.399 
14.049 
3.332 

30.545 

4.396 
3.970 
34.902 
209 
0 

43.565 


Carrier  as  a 
Percent  of  Total 

0.7X 
0.5X 
O.OX 
O.OX 
O.OX 
O.IX 

3.  IX 

O.OX 
O.OX 
O.OX 
O.IX 
1.7X 

I.OX 

O.IX 
O.OX 
0.2X 
0.3X 
O.IX 

0.7X 

O.IX 
O.IX 
0.7X 
O.OX 
O.OX 

O.OX 


II 


•r liana 
tai  I  liM  Ai« 


1010 

MM 


Mine  Ca»u*lly  and  III* 

Oi  c  idmlal  I  i  tt 
(•lifurnis  PhykUiant  &cr 


2,606 

0 


O.OX 
0  OS 
0  St 


labl*  0-6.  A^lanc*  Related  ChargM  for  Providers  Other  than  Specialty  59  by  Carrier.  1967 


Region  State 


Carrier  Itkmbmr   Carrier  Umm 


AlloMad  Oiargea 


Carrier  as  a 
Mrcant  of  Total 


IK 
II 


ii 


>f6l(M  IX  fOTM. 
AlMka 


UMkintten 
RCfilOU  X  TOfM. 
Railro«t 
lOlM  NUICMK 


1U0 


SIM 
11M 


10071 


Aetna  Caaualty  and  Life 
Aetna  Caaualty  and  Life 


Aetna  Caaualty  and  Life 
Equitable  Life  Aasurance 
Aetna  Caaualty  and  Life 
UMhinitan  Ptiyeiciane  far 


Tlie  Travelers 


3.186 
2«1 

19.«62 

1.624 
926 
2.692.SS2 
990,SU 

S,6aS,626 

76,S0S 


0.1X 
O.OX 

0.4X 

O.OX 
O.OX 
50.SX 
1S.7X 

69.5X 

1.4X 

100. OX 


Source:    Project  HOrc  Calculations  froai  the  19S7  INAO  Procedure  rile 


TabU  0-7.  *v*ra9«  AIIommI  CtMrg*  by  l«v*l  of  Scrvlct,  ly  Carrier,  and  Region.  1967 


Advanced 

Nudier 

iasic 

Ntedier 

ALS  Run*  at 

••tion 

Life 

of 

Life 

of 

a  Percent 

Stat* 

Carrier  Nui 

ber   Carrier  Umm 

aavM 

tv 

S(4]port 

RIM 

CV 

of  Total 

Comacticut 

lOZM 

The  Travolera 

• 

■0 
w 

• 

AAA 

36 

0.1X 

Naina 

tS  of  Naaa/Naina 

t1«9 

I.AM 

7B 

S113 

22,6M 

62 

6.8X 

Waaaachuaatta 

lit 

■S  of  Naaaachuaetta 

US9 

4.8M 

29 

SIM 

1M,9M 

62 

2.5X 

Mm  Mnpahlra/Vafant 

IM 

Naaaachuaetta  K/K 

SIM 

MO 

39 

S93 

21, OM 

52 

2.2X 

•hoda  1  aland 

m 

U  of  MMde  laland 

• 

420 

• 

S130 

12,040 

67 

3.4X 

KfilOH  1  TOTM. 

S238 

7.4M 

... 

S16S 

299, 7M 

... 

2.4X 

11 

Nan  Jarsay 

mio 

^rudHttiat 

... 

... 

... 

S103 

M,aM 

47 

... 

II 

Man  York 

U530 

Croup  Health 

... 

... 

... 

S141 

3.a40 

26 

... 

II 

MaM  York 

Ml 

K  of  Weatem  NaM  York 

SIM 

11.«M 

47 

S102 

4S,9M 

65 

20.7X 

II 

NaM  York 

■OS 

E^ira  K/K 

SIM 

5.620 

11 

S140 

28.a20 

45 

16. 3X 

MClOU  II  lOIM. 

stas 

17,SM 

... 

S111 

14a.3M 

... 

10.6X 

III 

»«laMra 

SIB 

rennaylvenia  Hue  Shield 

• 

M 

• 

su 

5.a20 

52 

1.0X 

III 

NM^yland 

MO 

•S  of  Nary 1 era! 

*  J 

« 1 1 J 

29 

III 

Pannaylvania 

MS 

Mmaylvenia  OS 

S1«6 

21. 4M 

31 

SI36 

269, S20 

122 

a. OX 

III 

Virginia 

10490 

The  Irawelera 

S128 

3.620 

M 

t93 

31.460 

73 

10. 3X 

III 

Waaliingtan.  O.C. 

MO 

Pamaylvenia  Hue  Shield 

S60 

2.0M 

SO 

sao 

25,020 

57 

7.6X 

III 

UMt  Virginia 

16S10 

NationMlde 

SU1 

6,M0 

33 

S56 

27.240 

65 

19. 4X 

REfilOM  III  lOfM. 

SI  71 

3S.7M 

... 

S121 

417.320 

... 

7.9X 

IV 

SID 

■C/OS  of  AlabMH 

S122 

10, 7M 

32 

S79 

50.260 

44 

17.6X 

IV 

Florida 

S90 

aC  n#  flAri«te 
■«  91  rtoriue 

SIM 

■A  Ian 

St. 280 

n 

SM 

162. 7M 

30 

19. 4X 

IV 

Georgia 

13110 

frudantlal  Inaurance 

S1U 

S,9M 

3S 

S73 

59.  IM 

47 

9.  IX 

IV 

Kentucky 

«M 

■C/tS  of  Kentucky 

S10S 

7,aM 

31 

SM 

78.500 

60 

9. OX 

IV 

Niaaiaaippi 

102S0 

the  Iravelera 

sua 

2,040 

19 

S71 

18.340 

51 

13. 4X 

IV 

North  Carolina 

1SS40 

Prudential 

S72 

13,040 

41 

S66 

43.640 

91 

23. OX 

IV 

South  Carolina 

8M 

iC/OS  of  South  Cerol ina 

SM 

7.6M 

33 

• 

20 

* 

IV 

Tcnneaeee 

SUO 

Equitable  Life  Assurance 

Stil 

8,120 

34 

sn 

56.500 

52 

12. 6X 

■ICiOi  IV  loiai 

tl?0 

9i.S40 

tai 

469.  tItO 

16  9X 

II 


I  I  I 


•  to 


at  al  lllinni*  t\SO      tB,UO  1U.6A0  JS 


16. 9X 


TabI*  0-7.  Awaraa*  AltoMwl  dMrg*  fay  Level  of  Service.  By  Carrier,  and 


legion  State 


Carrier  mmb»r   Carrier  Ma 


Region.  1967 
Advanced 
Life 
S44iport 


Huiiier 
of 
Rune 


•acic 

Life 
CV  St4iport 


Muiber 

of 
Run* 


ALS  Rtns  a« 
a  Percent 
CV     of  Total 


V 

Niciiisan 

no 

V 

NinneMta 

720 

V 

Nimeaota 

MM 

V 

Ohio 

■Mai 

V 

Wiaconain 

•SI 

ifSIOM  V  TOTAL 

VI 

ArkanaM 

520 

VI 

Louiaiana 

S2S 

VI 

Man  Naaico 

ISM 

VI 

Mil  vm^B 

tin 

VI 

Teaaa 

900 

RfCION  VI  TOTAL 

VII 

lewa 

MO 

VII 

Keneea 

AM 

VII 

Kanaaa/Mlaaouri 

740 

Wl  1 
VI  1 

Miaaouri 

112M 

VII 

MS 

RfCION  VII  TOTAL 

VIII 

Colorado 

no 

VIII 

Montana 

n\ 

VIII 

North/Soiitli  Dakota 

•20 

VIII 

Utak 

910 

VIII 

Wyoalnt 

ssso 

RESiON  VIII  TOTAL 

II 

«r liana 

lOM 

1  • 

C*l  llarnia 

1  • 

C  •!  1  f  Alg 

1  ■ 

•  MM*  • 

1  I/O 

BC/BS  of  Nichiean 

t192 

27.400 

23 

BIOS 

140.060 

36 

16. 4X 

•S  of  Ninneaota 

S309 

1.820 

23 

S120 

10.820 

S2 

14. 4X 

The  Travelera 

«2M 

2.100 

29 

S12S 

19.700 

35 

9.6X 

MatienMide 

tm 

28.980 

43 

S102 

13S.480 

S3 

17. 6X 

Uiaconain  Hiyaiciana  Serv 

1,940 

32 

SI08 

60.200 

38 

3. IX 

8200 

106.220 

S98 

STB. 320 

1S.SX 

Arkanaaa  BS 

8188 

4.620 

35 

S97 

28,S40 

60 

13.9X 

Arkanaaa  BC/BS 

S239 

8.840 

17 

S146 

SS.180 

13S 

14. 3X 

Aatna  Caaualty  a 

nd  Lifa 

t23S 

2.780 

19 

S9S 

8.140 

S8 

2S.SX 

Aatna  Caaualty  a 

nd  Life 

S3U 

10.200 

37 

S1 18 

32.200 

91 

24.  IX 

firoup  Medical  an 

d  Surgica 

t136 

SI. 080 

43 

S107 

13S.S40 

47 

27.4X 

8182 

77.520 

SI  15 

257,600 

23.  IX 

BS  of  lOMO 

SIS6 

3,960 

36 

iU 

25,800 

43 

1S.3X 

Kanaaa  BS 

•  108 

8,100 

35 

sai 

20,240 

56 

28. 6X 

BS  of  Kanaaa  City 

S288 

6,080 

24 

stn 

19,100 

51 

24.  IX 

Caneral  «a»rican  Life 

S117 

9.680 

41 

SM 

41,900 

50 

18.8X 

Iowa  BC/BS  Hebraaka 

8MS 

•40 

39 

sao 

13,600 

53 

S.8X 

S1SS 

28.660 

S88 

120,M0 

19.2X 

Colorado  Medical  Service 

S238 

11.100 

22 

SU7 

16,M0 

U 

40. OX 

Montana  Phyaiciane  Servic 

• 

40 

a 

S126 

6.780 

M 

0.6X 

BS  of  North  Dakota 

SI  73 

3.080 

41 

S89 

13.020 

52 

19.  IX 

BS  of  UtA 

a 

160 

a 

S152 

8,860 

77 

1.8X 

Equitable  Life 

• 

S80 

a 

S1 16 

1.960 

92 

16. 2X 

S224 

14.760 

S124 

47,260 

23. 8X 

Aetna  Casualty  and  I  lie 

n./60 

11 

(119 

3». 1?0 

(6 

Oicidaniai  Ilia 

t/u 

22. OM 

W 

»U/ 

SV.<>60 

?/  n 

Caiiliwnia  PtiriKtarw  in 

4A.*«0 

19 

tin 

as.  BOO 

JV 

*«<na  ( atuai l r  and  i  • •« 

tISV 

6/0 

^6 

»u<> 

J.  IttU 

n 

IS  sx 

Table  0- 

7.  Avtrag*  AtlOMW 

J  ChM-9*  by  L«v*l  of  Sarvic*.  ly  Carrier,  and  Raflion,  1W7 

Advanced 

Hu*ar 

■a«ic 

NudMr 

ALS  Runs  as 

Life 

of 

Life 

of 

a  Percent 

••gion 

St«t« 

carriar  hum 

Dar   carriar  Maw 

SMpfiort 

■una 

CV 

St^iport 

Rim 

CV 

of  Total 

IK 

Aetna  Caaualty  and  Life 

9309 

1,260 

U 

$171 

8.920 

26 

12. 4X 

K6I(M  IX  TOTM. 

•29S 

104.S40 

$160 

188.400 

SS.6X 

X 

AlMka 

t020 

Aetna  Caaualty  and  Life  - 

• 

M 

• 

$77 

960 

72 

7.7% 

K 

ItWie 

SIM 

Equitable  Life  Aaaurwwe 

tiro 

2.300 

33 

$114 

6.S40 

40 

26.  OX 

M 

Oregon 

ISM 

Aetna  Ceeualty  and  Life 

$2)7 

10.S60 

42 

$161 

20.080 

60 

34. SX 

1 

UMkiniton 

HBaningcfln  niyaiciana  ler 

K4r 

10.920 

32 

$1S3 

42.860 

43 

20.3X 

KSIOI  X  TOTM. 

SZU 

23.aM 

$1S1 

70.440 

2S.3X 

■•II road 

10071 

Tke  TroMlera 

t20S 

13.060 

46 

$109 

92.420 

S8 

12.4X 

lOIAl  IKOIGkM 

»202 

S22.7B0 

SO 

$115  2.609.7M 

77 

16.3X 

II 


Imt^f  :    Prejeci  aON  CaUulailona  froM  Ike  1907  MMD  teneficiary  file. 
•    Sanpla  $ite  Leas  Than  30. 

Hot*:    five  percent  saaple  kaa  bean  aultiplad  by  20  to  obtain  estiaatea  of  the  nuter  of  ruw. 
Data  ancludt  Multiple  trip  nr»  aade  in  one  day. 


Tab(*  0-8.  C<M|wri««n  of  Aycrag*  AUottad  Chare**  'or  an  Mxjlanc*  Trip  to  ••*«  lat**  by  l*v«(  of  Sorvic*  and  Carrier.  1967 


>*9<on  Stat* 


Carrltr 


Carrier  M* 


AIS  la**  Rat* 

M.t  Monincluaiv*         Parccnt  BLS      ILS  •*•*  Rat*  P*rc*nt 

frip  (A0225)  Diff*r*nc*        Trip  (A0010)  Diff*rcnc* 


I  Connacticut 

I  Nain* 

I  NaaaadMMtta 

Ira/Varaant 
laland 


1«» 

2iat 

7M 

780 
870 


Th*  Travalara 
BS  of  Naaa/Main* 
8S  of  NaaaadHMtta 
Naasadiuaatts  8C/BS 
BS  of  Rhode  Island 


S2S9 


»18S 

t121 
«88 


8SX 


•116 
•113 
>189 
•93 
t130 


t97 
•68 
•116 
•59 
•84 


II 


66X 

ax 

59X 


II 
II 
II 


M«M  Jarsay 
Maw  York 
Man  York 
M«M  York 


into 

USM 

801 

80S 


rrudmtial 
firoup  Haalth 
8S  of  Uaetam 
Uplra  BC/BS 


Nan  York 


•180 


•103 
•U1 
•102 
»U0 


•64 
•130 

•75 
•106 


61X 
9X 
37X 
33X 


III  Oalauar* 

III  Maryland 

III  Mwtaylwanla 

III  wirtlnia 

III  waaltln«l*n.  B.C. 

Ill  W*al  WIrBlnIa 


570 

690 

865 

IMM 

580 

16510 


Pannaylvania  Blua  thiald  • 
BS  of  Maryland 

Pannaylvwtia  BS  ^196 

Ih*  1rav*l*rs  ^128 

Pannaylwania  Blu*  Slil*ld  (60 

■atiomida  •til 


•199 
US 
•50 
•110 


-IX 
198X 
20K 
28X 


•88 

•113 
•136 
•93 
•80 
•56 


•69 
•86 
•88 

•55 
•58 
•55 


27X 
S2X 
55X 

6ax 

38X 
2X 


510 

590 

13110 

660 

10250 

13340 

880 

5440 


BC/BS  of  AlabMa  ^122 

BS  of  Florida  •148 

Prudential  Ifwvance  S1 14 

BC/BS  of  Kentucky  BIOS 

TlM  Travelers  tt18 

Prudential  872 

BC/BS  of  South  Carolina  888 

Equitable  Life  Assurence  Bill 


•70 

•63 
•79 
•86 
•46 
•58 
•75 


751 

82X 
SOX 

sax 

55X 
53X 
47X 


•79 
•89 
•75 
•88 

•71 

•66 
• 

•73 


•60 

•69 

•54 

•53 

•52 

•46 
* 

•52 


32X 
29X 
38X 
66X 
S7X 
45X 

41X 


Illinois 

Indiana 

MichiBan 

Minnesota 

Ninneaota 

Ohio 

wi  •tana  In 


621 

630 

710 

720 

10240 

I6S60 


BS  Of  Illinois  SKO 

Mutual  Medical  Inaurance  S199 

BC/BS  of  Michigan  ^192 

BS  of  Minnesota  ^309 

Ihc  Iravelcr*  t?44 

••lioriMidt  \in 

Miscanain  PtiyaUiana  Scry  tlS\ 


•131 

•241 
»J/5 
Ul 
»19S 


51X 
28X 

ssx 

2i<n 

2BX 


•87 
•89 

•105 
(120 
»1?S 

tloa 


•68 
•65 
•88 
•  78 
•60 

Ul 


29X 
36X 

m 

55X 
SIX 


\/0 


tiaa 


•65 


lavx 


19  r 


t6\ 


6UX 


Tabl*  D-a.  CoapariMn  of  Av«ra9«  Adowad  ChcrtM  for  an  Aateilanc*  Trip  to         RatM  fay  Laval  of  Sarvica  and  Carriar.  1987 


ALS  Baaa  Rata 


Monincluaiwa  Parcant 

•LS 

OLS  Sate  Rate 

Parcant 

Car  r  i  ar  HaHa 

irip 

IAII223I  Diffaranca 

Trip 

(A0010) 

Diffaranca 

VI 

LouUIra 

ut 

Arltanaaa  iC/M 

0239 

01  IS  107X 

0140 

093 

56X 

VI 

Urnrn  MmIco 

UM 

Aatna  Caaualty  and  Lifa 

02IS 

... 

095 

066 

4SS 

III 

wi 

IIM 

W9ww 

HV»ns  i*aBUBii]f  mntt  LiTv 

aj%% 

0110 

094 

261 

HI 

a— 

*I30 

»»'  #71 

0107 

074 

45X 

1 1 

VI 1 

Ma 

•  I  JO 

083 

054 

'  1 

S5X 

VII 

«80 

0100 

071  $2X 

083 

056 

VII 

740 

is  of  Kamm  City 

0280 

0177  A2X 

0111 

064 

74X 

WI  1 

III  AAJMVl 

1  ICBW 

tMnvrai  iwricfln  litv 

Oi  1  r 

•61  92X 

004 

063 

m 

III  1 

«I03 

080 

056 

4a 

will 

will 

tOIOf  SOD 

kOlwrW  iOTIIWBl  MrVICv 

a9ia 

aiT<  aw 

37» 

0147 

•103 

ux 

VIII 

Nortiana 

751 

Montana  Miysiciant  Sarvic 

• 

0122 

•126 

•02 

S4X 

VIII 

■arilk/tawlli  MAata 

•S  of  north  Dakota 

tin 

«1J7  27X 

•09 

•57 

S7X 

Ml  1  1 
VIII 

▼  111 

a*  Of  man 

•111  --- 

•  132 

•01 

63X 

Ml  1  1 

Will 

7  J  JU 

cvfUiiaDta  Lifa 

•42  -•- 

•  116 

•56 

99X 

II 

Ar liana 

tOM 

Aatna  Caaualty  and  Lifa 

t2tS 

....  ... 

•  139 

•103 

35X 

II 

California 

20M 

Occidantal  Lifa 

»2M 



•142 

•  106 

S4X 

II 

Califamia 

S42 

California  Pliyaiciana  Sar 

0529 

•  179 

•  120 

AUK 

IX 

MaMail 

1120 

Aatna  Caaualty  and  Lifa 

0109 

•  142 

•  125 

1SX 

IK 

Navada 

1290 

Aatna  Caaualty  and  Lifa 

0309 



•171 

•  117 

46X 

X 

Alaaka 

1020 

Aatna  Caaualty  and  Lifa 

• 

0140 

.  ^77 

UO 

SOX 

X 

Idilto 

SIM 

Equitabia  Lifa  Aaauranca 

0170 

0157  81 

•114 

•06 

32X 

If 

Oragon 

1S80 

Aatna  Caaualty  and  Lifa 

02)7 

0109  S2I 

•  161 

•  115 

40X 

X 

Uaafcintton 

950 

Waahinaton  ftiyaiciana  Sar 

0247 

•  153 

•  113 

35X 

■ail road 

loon 

fha  Irawalara 

020S 

0140  47X 

•109 

•03 

31X 

T01AL  NEOICAIC 

0202 

•110  74S 

•  115 

•01 

42X 

»r«|«l  m»t  C«lcw«»ll«na  lr«B  IM  IMf  1 

MM)  •anatuiary  and  rr<K«<lu<« 

f ilaa. 

' 

»!•  •«••  M 

lilt—  «i«  nai  UM  ca«* 

••••  to  mti  «a 

1  !•        ana  aa 

>M  ••<••          nnl  •I'Kllf  <<av 

•  >  able. 

Many  (arrtart  pr«taaiinaoU y  uke  an 

all'intlusiva  Ais  code 

■  Ul  •        <•  1^    •*  >r 

ut.Mlm«  to  lA*  •••••••  (axMiuft 

aaanl  tot 

an  Mi  ir  ip. 

Table  D-S.  CoHparison  of  Avcrag*  AIIomkI  ChargM  for  an  Mulanco  Trip  to         Ratoa  by  Lovol  of  Sorvicc  Mid  Carrier.  1967 

ALS  tas*  Rate 

ALS  Nonincluaive         Percent  tis      us  taae  Rate  Percent 

ta«ion   ttato  Carrier  Ni^r    Carrier  NaM  Trip  (A022I>  Difference        Trip  (A0010)  Difference 
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APPENDIX  E 


PROJECT 

HOPE 


^^ASHINGTON  OFFICE  TWO  WISCONSIN  CPCLS  SJITE  SCC  Ch£v^  CHASi.  fJARy  LAND  20915    2::  556 

Ztmtf  tor HMitn AUifs  FAX  i3Q' 

April  27,  1990 

D«ar  ambulance  provider: 

p<«.«i?«^*n       *  Congressional  mandate,  the  Health  Care 
Financing  Administration  (HCFA)— a  federal  agency  in  charoe  of 
Medicar.-is  funding  a  survey  of  ambulance  p?ovide«.  This 
Sfl^I^.i?  conducted  by  Project  HOPE  aSid  Social  and 

«5  systems.  Inc.     Your  company  has  been  selected  as  one 

of  470  ambulance  companies  in  the  states  of  California  Mi?hi«n 
Texas,  and  Massachusetts  to  participate.        ^^^^"^'nia'  Michigan, 

We  cannot  overemphasize  the  importance  of  your  response  to 
this  survey.    This  is  the  first  time  that  HCFA  has  conSScS"  a 
survey  of  ambulance  providers  and  your  input  will  be  cri^iJal  to 
the  formulation  of  Medicare  policy.     Your  response  win  bi "eld 
m  the  strictest  confidence.    Any  identifying  names  will  be 
removed  from  the  final  data  tape  prior  to  submission  to  HCFA. 

Understanding  the  time  constraints  that  you  face,  we  have 
made  every  effort  to  keep  this  survey  short  and  relatively  simple 
to  complete.    Please  note  that  for  some  of  the  questions,  such  as 
the  average  age  of  your  ambulance  fleet,  your  best  guess  is 
adequate.    It  is  essential,  however,  that  the  cost  data  vou 
provide  be  accurate.    Most  of  ths  terms  that  we  have  used  are  in 
common  usage,  although  the  term  -emergency"  deserves  further 
clarification.    For  the  purposes  of  this  survey,  we  are  definina 
emergency"  as  a  non-scheduled  ambulance  run.    Any  run  that  has 

Pra-arranged  is  classified  as  a  non-emergency  run.  Under 
this  definition,  a  non-emergency  run  could  require  either  basic 
or  advanced  life  support. 

complete  th«  survey  and  mail  it  back  to  Social  and 
Scientific  Syst«u,  Inc.  by  May  25th.     If  you  need  any  further 
assistance  with  the  survey  or  would  like  to  clarify  some  of  the 
questions  pieaM  call  our  toll-free  number:     1-800-654-5559  Ask 
for  Nancy  Bovcii  and  state  that  you  are  calling  in  regards  to  the 
ambulance  surv«y. 

We  would  like  to  thank  you  in  advance  for  your  participation 
and  support. 


Sincerely, 


Penny  Mohr 

?ro]ect  Coordinator 


MNMOtrMMfKjoMonF  AMy. Jr. J. PiVKH SanwL H««Mft J. Bioom. O.O.S.. Ph  0  nooati  > 


Mr&  Edwara  N  CoM.  J  Edwarfl  Oav.  Williafr  u 


AMBULANCE  SERVICE  PROVIDER  SURVEY  1990 


Pieast  answer  th«  questions  on  the  basis  of  your  1989  fiscaJ  year 
Specify  the  ending  morwh  of  your  fiscal  year:^  ' 


CHARACTERISTICS  OF  THE  SERVICE 

Ownership  of  the  service  (Rease  check  all  that  applied  to  your  organization  in  FY  1989).  is  your 
organ  (zaiion: 

Private 

Qovemnient  owned  and  operated  (State/nunicipal/tounty)  — 

Volunteer   

HospaaHMsed  — 

Hospaai-owned   

Other   

Please  specrty ,   

Old  you  njn  your  own  air  anttulance  service  in  FY  1989?  Yes   No 

How  many  sepante  garages  (stations)  did  you  operate  in  FY  1989? 


PlaMe  anawer  ttM  following  qutatlont  bOMd  on  your  around  aervlcea  only. 
SERVICES  PnOVDEO 

A.  How  many  eals  dU  you  respond  lo  In  FY  19897   

B.  What  percentage  o(  tfwse  resuttad  m  pttani  transfer? 

C.  What  perMniage  cH  your  calla  thai  reauttad  in  patient 

transfer  were  emergency  cala?   

In  FY  1989,  were  you  licensed  lo  provide  ALS  seivtoes?  Yes   No 

What  percent  ol  your  emergency  cala  were:  Basic  Life  Suppon   

Advanced  Life  Support   

What  percent  of  your  non-emargency  calla  were:  Basic  Life  Suppon   

Advanced  Ltfe  Support   

Are  your  response  timaa  mandated  by  a  local  authority?  Yes   No 

What  was  your  averagt  amorgency  responae  t*ne?   

(Please  conader  the  tima  front  raceipl  of  can  to  anfvai  at  the  scene  only) 

On  what  percent  of  your  emergency  caMa  did  you  heve  the  capaMity  to  perform  the  following  functions? 

IV  Therapy   % 

Endotracheal  intubation   % 

EKQ  (Cardiac)  moniienng   % 

RESOURCES 

Kiow  many  vehicles  did  you  have  in  operation  on  average  m  P<  i989? 
ALS   BLS   Other  


PtoiM  estimate  ttieir  average  age. 


How  many  cnassis  miles  do  you  estimate  your  amouiance  fleet  traveled  in  FY  1989? 


What  percent  of  your  total  PTE  staff  are  paid? 


Please  provide  us  with  the  average  wages  by  level  of  staff  that  you  paid  in  FY  1969. 
Check  here  if  you  have  a  volunteer  staff  only  and  the  question  does  not  apply. 

Average  hogny  w^gy 

Paramedics  « 

EMTs  J— — — 

Other  (crew,  administrative,  mairvenance.  etc.)  % 

Ovefall.  what  percent  of  the  tMse  hourly  wage  do  you  pay  for  fnnge  benefits?  (Include  workers 
compeneation,  health  insurance,  life  insurance,  pension)   % 

How  many  staff  went  on  an  average  ALS  and  BLS  cau?  alS  bls 

Parameacs     

EMTs 

Other   


EXPENOrrURES 

Report  betow  tha  expenditures  for  your  ambulance  servKre  for  FY  1969.  If  you 
a  category,  please  enter  *0'. 


A.  yitiK^: 

(Maintenance,  repairs,  gasoline. 

oil.  tires,  insurance,  lease  expense,  etc) 

B.  SuBBtia: 

(Medical  suppNes.  equipcnam  for  patient  care,  etc.) 

C.  QffiM^lfMt  Saitt: 

(Rent,  lease,  mortgage,  utlties.  building  repan) 
0.  IgsuaOSt: 

(Auto  liaMiy,  prefesaional  iabtty.  property,  and  building) 
B.  pyagpn^f. 

(Salaries,  triMng.  haalh  insurance.  payroM  taxes,  pension. 

unitonns.  woiliart  compensation,  and  other  frvige  oenctss) 
F.  Depraeialten: 

(Ambuianoe.  equtpmaflt  on  ambulanoe.  office  equ^ment.  buikling,  etc.) 
Q.      Bad  Debt:  (V  you  chuga  for  services) 
H.       Qenefil  Admmiarmv  ExDensei: 

I-      Qtflff  (P«tiM  SflMlM  


TOTAL  EXPB40ITURES  $. 


do  not  have  expenditures  m 

Amount 

$  

$  

$  

$  ^ 

$  

$  

$  

$  

$  


How  many  square  feet  of  office  and  garage  space  did  you  r\ave  m  FY  1969?  sq.  ft. 


FEE  STRUCTURE 


If  you  Charged  (or  your  services,  indicate  which  of  the  foiiowinq  were  seoaratB  rnmfy,«-«e      -  . 


Circle 
•No-  or  -Yes- 


If  Yes.  what 
was  the  cngrga? 


Base  ALS  charge  per  call? 
Base  BLS  charge  per  call? 
Fee  tor  ALS  mileage? 
Fee  tor  BLS  mileage? 
Add-on  fee  tor  oxygen? 


1^ 
1^ 
No 
No 
No 


Yes 
Yes 
Yes 
Yes 
Yes 


ALS  $ 
BLS  $■ 


Please  estimate  your  average  charge  per  run  (or  FY  1989? 

Are  your  rates  regulated  by  state  or  local  government?   

SELECTED  SOURCES  OF  FUNDS 

Please  estimate  the  total  amount  ot  revenue  you  oWaineo  from  tne  (oiiowing  sources  m  FY  1989 


Yes 


No 


1.  Medicare 

2.  Medicaid 

3.  Other  Qovemment  (state/munidpat/county) 

4.  Fund  raising/Qins 

5.  Private  Contractual  Acrangementa/Subscnption  Service 

6.  Patient  Out-Of-Pocket 

7.  Private  insurance 


Amount 


APPRECIATE  THE  TIME  AND  CARE  THAT  YOU  DEVOTED  TO  FILLING  OUT  THIS  SURVEY.  THANK  YOU' 


Table  E-l 

Nuaber  of  Respondents,  Mean  and  Standard 
On  the  Survey  of  Aabulance 


Question 



Al 


A2 
A3 

Bl 


B 


»2 
B3 


B4 

B5 
B6 
B7 

CI 


C2 
C3 

C4 

C5 


Deviation  for  Questions 
Providers 


Variable 

Private 
Government 
Volunteer 
Hosp .  Based 
Hosp.  Owned 
Other 

Air 

Garages 


Mean 

SD 

212 

.25 

.434 

212 

.462 

.  499 

212 

.236 

.426 

212 

.052 

.222 

212 

.047 

.213 

212 

.028 

.167 

126 

.063 

.245 

212 

2.45 

5.43 

212 

6,069 

23,732 

%  Patient 

Transfer 

205 

78.2 

25.0 

%  Eaerg.  Calls 

205 

76.5 

29.3 

ALS  Licensed 

148 

.439 

.418 

%  Eaerg.  calls 

BLS 

206 

73.1 

34.4 

%  Eaerg.  Calls 

ALS 

206 

24.7 

32.9 

%  Kon-Ea.  Calls 

BLS 

210 

53.1 

46.7 

%  Non-Ea.  Calls 

ALS 

207 

9.7 

23.9 

Response  Tines 

Hand,  (frac.) 

130 

.362 

.482 

Avg  (Eaer  Call) 

Response  time 

203 

7.08 

3.94 

%  IV  Capability 

111 

42.9 

43.6 

%  Endotrach.  Intub, 

Cap. 

110 

35.7 

43.7 

%  EXG  Cap. 

109 

45.7 

43.9 

i  ALS  Vehic 

212 

2.12 

5.71 

«  BLS  Vehic 

212 

2.46 

6.42 

0th.  Vehic 

212 

.56 

2.83 

Vehic.  Age 

211 

5.50 

4.99 

Miles  Veh.  Trav. 

•89 

186 

95,337 

275,504 

%  PTE  Staff  paid 

206 

66.9 

45.8 

Fraction  with 

Volunteer  staff 

211 

.246 

.432 

Table  0-2.    Procedure  Code  teiiiMrscaeni  by  Carrier 


RtGIOM    CAMIEK  SIAIi 


NCKS  0€SCRIPIIOM 


101  Al 

■EINtUtSCNEMI 


A0020  US.PER  NIIE,  OME  UAT 

A022S  M.S  Ml  MIE,  NONINClUSIVE 

A0222  MTUM  IIIP 

Aoolo  tmnmn 


04         13110  Ceor9ia 


04         13340        North  Carolina 


CAMIH  TOTAL 
A0010    MSC  MTf.  ILS,  ONE  UAY 
A0020    M.S.fU  NIIE.  ONE  UAV 
A022I    Alt  MSE  MTE.  NONINClUSIVE 
A0070  OMVGEN 
OTm 


OS  OOtii  illinoik 


on         00630  Indiwta 


OS         00/10  Nichigan 


us  IUJ/<'0  Mii»>r!.(>l< 


CAM  I  El  TOTAL 

A0010  MSE  tATE.  MS.  ONE  HAT 

A0070  OMVCEN 

A0020  tlS.PfR  NILE.  ONE  UAT 

A0223  ALS  lASE  RATE.  NONINClUSIVE 

TOOOO  MU 
OIMEI 

00000  CAHKA  lOIAl 

AOOlO  MU  aAlf.  MS.  ONE  UAV 

A02M  A(S.  MU  AAIE.  All   IHCIUSIVE.  ONE  UAT 

A0020  US.Pfl  MILE.  ONE  UAf 

AOO/0  OHTUN 

UM62  HICMI 

9S00S  EKC 

01  HE! 

00000  CAMIER  lOIAl 

A0010  tASE  lAIE.  tLS.  ONE  UAT 

A0222  IE  TURN  TRIP 

A0223  ALS  MSE  RAIE.  NONINClUSIVE 

A0020  tlS.PER  NILE.  ONE  UAT 

T9014  NIIEACE 

T9004  ENERCENCT 

A0070  OKTCEH 

A0999  UNLISTED  ANiUlANCE  SERVICE 

A0221  AIS  PER  NILE.  ONE  UAT 
OTHER 

00000  CARRIER  lOIAl 

A0010  RASE  RAIE,  RIS,  ONE  UAV 

A0220  AIS,  RASE  RAIE,  All   INCIUSIVE,  ONE  UAT 

A0020  RIS, PER  HUE,  ONE  UAT 
OIHIR 

00000  CAMHKH  lOIAI 

AOOlO  tASi    lAli  .    (IS.    liMt  u*l 

*INI.-II  «iv  lie  Mill     imi  b*i 


287.768 
239,130 
IIS, 114 
6S.84S 
6S.2S9 

8,279.666 
S.44S.704 
1,S87.932 
427.924 
297.296 
522.810 

5,819,666 
3.106.897 
794,195 
578,379 
410.687 
371,490 
1.703 

23,829.247 
13.741,677 
S.693,6>9 
3,658,694 
765,748 
699,850 
636.446 
633. 193 

14.560,981 
5.386.207 
2.705,967 
2,125,774 
1,554,224 
709.865 
469, 777 
405,605 
318,055 
293,342 
1,140,478 

28.435,968 
18.708,009 
5.418,557 
3.602.200 
707.194 

vs6.s/a 
'.v.'.B,>a 


PERCENT 


15.18 
12.62 
6.07 
3.47 
3.44 

100.00 
65.75 
19.18 
5.17 
3.59 
6.31 

100.00 
55.39 
13.65 
9.94 
7.06 
6.38 
0.03 

100.00 
57.67 
15.50 
15.35 
3.21 
2.94 
2.67 
2.66 

100.00 
36.99 
18.58 
14.60 
10.67 
4.88 
3.23 
2.79 
2.18 
2.01 
7.83 

100.00 
6S.79 
19.06 
12.67 
2.49 


tIMI  110 
4«  /S 
21  lU. 


Table  E-l  (Continued) 


Question 

Paramedic  Wage  89  a  «;« 

EMT  Wage        ^  i"  5.08 

Other  wage 

C6  Fringes  95% 

Calls  212  «"ie 


i  Paraa  on  BLS 

Calls  212 


#  EHT  on  ALS  Calls    ^2             [HI  'tit 

#  OCT  on  BLS  Calls  212  i72  i  I? 
i  oth«».      Are  1.41 

.375  .64 


#  Other  on  ALS  48 
Calls 

#  Other  on  BLS 

Calls  93 


•683  .765 


DIA            Vehic.  Expend.    ^  laa         56,530  157  i7a 

B            Supplies  Expend.  140         60  963 

C           Office/GaraSe  space  317.840 

Expend.  177         30,066  10a  175 

0  insurance  Expend.  116         54  630  25? '235 

1  Personnel  Expend.  185  644  321  3  5*1  n! 
F            Deprec.  ExpeSe  103         tt'Ml  'At  kit 

n           ^t^'l^ifm^  '''''''  18  6^;  7? 

T              2!?'                 Expense  109         102,832  384,497 

I            Other  Expense  85         47,950  155;424 

Garage  space  i60           4682  10,449 

^..'•Ss^'S^lii  ^" 

B^r^BI^feeper  ''''''  "^'^ 

AdTiifeeAl^ 

■lleage  136            6.97  is. 83 
Add  on  fee  BLS 

.  "il**?*  147              4.13  3.09 

Add  on  fee  for 

°*y9«n  103             18.62  14.40 
Add  on  fee  for 

E2  ^'                 "-^^  26.92 

E2  Avg.  charge  per 

ALS  call  97                257.90  200.18 
Avg.  charge  per 


Question  _ 


Table  E-l  (Continued) 


(Eval.) 


.558 


Call  193 
E3  Rates  Regulated  ^"'^^  117.57 


.499 


Medicare  Funds  136  2or  no 

Medicaid  Funds  £31  el  6^1 

0th.   Govt.    Funds  159  28^'^?  ,^200,869 

Fund  Raising  HI               I'Hl  15,383.98 

Priv.  contract                              ^'"^  3,056 

Patient  Out-Pocket  114  lli  l  J  "5,606 

Priv.  insur.  Funds  ,11  Itl'M^  lH'f^l 

Total  Fund.  77  13,187.61  37,312.33 

Years  of  Service  201  13.2  w  « 

Used  Accounting  l*-^ 
data  to  answer 

^'"^•^  212  .514  .501 


APPENDIX  P 


_  Appendix  F 

ESTIMATING  AMBTJLANCE  PROVIDER  COSTS:     AN  ECONOHETRIC 


Introdurtion 


This  appendix  describes  in  detail  the  econometric  approach 
used  to  generate  the  cost  estimates  shown  in  Table  4.16  in 
Chapter  4.     This  approach  potentially  provides  information  on 
both  the  structure  of  ambulance  provider  costs  and  the  level  of 
P«r  unit  and  marginal  costs  for  a  typical  provider  at  a  given 
level  of  output.    An  econometric  or  economic  approach  to  cost 
analysis  can  be  contrasted  with  the  two  major  alternatives— the 
accounting  approach  or  an  engineering  approach.     An  accounting 
approach  would  involve  detailed  audits  of  a  sample  of  providers 
to  verify  measures  of  total  costs  and  outputs.    An  engineering 
approach  might  use  time-motion  analysis  and  a  computer  model  of 
the  production  process  to  generate  cost  predictions,  given  input 
prices.    A  major  advantage  of  the  economic  approach  is  that  it 
can  be  much  less  costly  to  estimate  costs  that  are  representative 
of  a  larger  number  of  real  world  providers.     Detailed  audits  and 
time-motion  studies  of  individual  firms  are  prohibitively 
expensive  for  a  sample  as  large  as  that  used  here,    on  the  other 
hand,  the  results  of  the  economic  approach  can  be  sensitive  to 
the  quality  of  the  data  collected,  and  the  reliability  of  data 
collected  from  surveys  is  less  than  that  gathered  in  detailed 
audits  or  engineering  studies.    One  of  the  aims  of  the  analysis 
is  assess  data  quality  using  several  internal  validity  checks 
available  in  this  approach. 

Statiatlcal  cost  Analvaia:     qnderlvina  Asauaptlona 

This  econometric  approach  essentially  uses  regression 
analysis  to  predict  the  level  of  total  costs  as  a  function  of 
output  levels  and  input  prices  across  a  sample  of  providers. 
This  "statistical  cost  function"  can  then  be  used  to  generate 


estimates  of  average  (per  unit)  and  marginal  (incremental  costs 
of  producing  another  unit  of  output)  costs  across  different  types 
of  providers,     in  these  comparisons,  provider  type,  location, 
output  levels,  input  prices  and  other  characteristics  are  held 
constant. 

This  approach  assumes  that  providers  are,  in  general, 
attempting  to  minimize  the  bosts  of  producing  their  goods  or 
services,  holding  technology  and  input  prices  constant.    Also,  in 
terms  of  purchasing  inputs  (labor,  equipment,  and  facilities).' 
providers  are  assumed  to  operate  in  competitive  markets  where' 
they  have  little  control  over  prices.    They  generally  must  accept 
market  prices  for  these  inputs  as  given.      For  labor  services, 
this  assumption  is  reasonable,  since  the  vast  majority  of 
ambulance  services  are  provided  in  urban  areas  where  competition 
against  other  employers  for  workers  would  probably  be  high.  For 
capital  expenditures  (vehicles,  equipment,  buildings),  it  is  also 
unlikely  that  any  provider  could  control  or  affect  prices.  The 
same  holds  true  for  supplies. 

Each  firm  is  also  assumed  to  more  or  less  use  the  same 
technology  to  produce  ambulance  services.     Providers  must  use 
skilled  labor  (paramedics  and  emergency  medical  technicians)  and 
in  order  to  offer  ambulance  services,  these  laborers  require  a 
given  quality  of  equipment.    To  minimize  costs  in  producing  these 
services,  providers  must  use  their  resources  efficiently,  on 
average,  it  is  assuaed  that  providers  send  out  the  appropriate 
equipment  and  labor  resources  on  a  given  call,  where  appropriate 
refers  to  th«  cost-effectiveness  and  quality  of  resources 
employed. 

A  statistical  cost  function  has  two  convenient  properties 
that  can  be  used  to  check  the  empirical  estimates  of  the  cost 
function.     First,  total  costs  should  increase  with  increasing 
output.     In  other  words,  to  produce  more,  a  provider  must  buy 


more  labor  and/or  capital  resources,  which  adds  to  their  total 
costs.    The  secojid  property  is  that  all  input  prices  are 
"honogeneous  of  degree  unity"  in  total  costs,  i.e.,  a  io% 
increase  in  the  price  of  inputs  win  lead  to  a  lo%  increase  in 
costs  (Silberberg,  1990,  provides  a  good  introduction  to  cost 
function  properties) . 

gP^girigfltion  and  Estimation  Methorim^ 

The  functional  fom  of  the  cost  function  used  in  this 
analysis  of  ambulance  providers  is  )cnown  as  a  hybrid,  in  that  it 
is  a  blend  of  the  translog  cost  function  and  other,  less 
restrictive  forms.    This  hybrid  form  has  become  popular  among 
health  economists  analyzing  costs  of  "multiproduct"  producers, 
such  as  hospitals,  nursing  homes,  and  home  health  agencies  (see. 
for  example,  Granneman.  Brown  and  Pauly,  1986;  Kass,  1987;  Nyman, 
1988;  and  Dor,  1989.).    An  important  feature  of  this  hybrid  form' 
is  that,  unlike  the  translog,  each  firm  in  the  sample  need  not  to 
produce  each  type  of  output  under  analysis.    This  is  important 
since  some  ambulance  providers  produce  only  emergency  services, 
while  others  only  produce  nonemergency  (scheduled)  services,  and 
some  do  both.    Moreover,  the  types  of  services  provided  can  be 
further  delineated  into  advanced  life  support  (ALS)  and  basic 
life  support  (BLS) . 

The  hybrid  cost  function  used  to  estimate  ambulance  provider 
costs  was  specified  as  follows: 

(1)    Cost  -  «  +  blQi  *  ciQi2  +  diQi3  +  ew  -t-  fPRx  +  gj  xj  +  u 
where 

Cost  ■       natural  logarithm  of  total  cost. 


Qi 
InW 


calls  of  type  i  (i-eaergency  ALS,  emergency  BLS, 
nonemergency) . 

"       natural  logarithm  of  the  weighted  average 

wage  rate,  where  the  weights  are  the  share  of 
the  total  number  of  paramedics  and/or 
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emergency  medical  technicians  (EMTS)  on  t-e 
given  call.  '     "  ^'-^ 

natural  logarithm  of  the  price  of  capital 
measured  as  expenditures  on  vehicles  (aaiAtenance 
repair,  gasoline,  oil,  tires,  insurance,  and  ?ease 

aS:?a;L*"f.?rP""'"'°"  (ambulance,  e^i^pme^t 
ambulance,  office  equipment,  and  building)  per 
vehicle.  ^'  ^ 

foUoSs^  °'  P'='°vid«J^  characteristics,  defined  as 

1  if  the  firm  is  privately  owned,  o  otherwise; 

1  if  the  fira  is  government  owned,  o  otherwise; 

1  if  the  firm  is  volunteer,  0  otherwise 

(all  other  is  the  omitted  ownership  category) ; 

1  if  the  firm  is  in  California,  o  otherwise; 

1  if  the  firm  is  in  Massachusetts,  0  otherwise; 

1  if  the  firm  is  in  Texas,  0  otherwise 
(the  omitted  state  is  Michigan) ; 

the  average  response  time  in  minutes; 

1  if  the  fira's  response  time  is  mandated  by  a 
public  authority,  o  otherwise; 

natural  logarithm  of  the  age  (in  years)  of  the 

firm; 

natural  logarithm  of  the  distance  (in  miles)  of 
the  average  call; 

natural  logarithm  of  the  number  of  garages 
operated  by  the  firm; 

percent  of  total  calls  ending  in  no  patient 
transfer; 

1  if  the  provider  answered  the  questionnaire  using 
accounting  statements,  o  otherwise. 

1  if  the  firm  is  in  an  urban  area,  and  0 
otherwise. 

a  random  disturbance  term. 


This  specification  of  the  cost  function  is  very  flexible  m 
allowing  total  qcsts  to  vary  with  output  in  a  complex,  nonlinear 
manner:    the  level  of  output,  output-squared  and  output-cubed  are 
regressors  for  each  type  of  output.    These  three  parameters  (b.  c 
and  d)  are  expected  to  be  positive,  negative  and  positive, 
respectively.     In  other  words,  average  and  marginal  costs  are 
expected  to  fall  and  then  rise  as  output  increases. 

Ordinary  least  squares  estimates  of  the  cost  function  are 
unbiased  if  output  and  all  other  independent  variables  are 
exogenous,  meaning  that  they  affect  total  costs,  rather  than  vice 
versa.    This  assumption  is  generally  plausible  in  cross  sectional 
analyses.    Moreover,  in  the  ambulance  sector,  the  output  is 
produced,  for  the  most  part,  in  an  emergency  situation,  and  as 
such  represents  random  behavior.    A  provider  could  change  total 
costs,  but  emergencies  would  continue  unabated. 

All  standard  errors  in  this  analysis  are  corrected  for 
heteroskedasticity  using  the  White  (1980)  method. 
Heteroskedasticity  occurs  when  these  errors  do  not  vary  randomly 
but  have  some  correlation  to  each  other.    Heteroskedasticity  is  a 
likely  problem  in  a  cross-sectional  data  set  because  total  cost 
variation  could  be  smaller  for  providers  producing  fewer  runs 
than  for  those  producing  more  runs.    Heteroskedasticity  biases 
standard  errors,  and  thus  leads  to  incorrect  test  statistics. 

The  coefficients  on  dummy  variables  in  an  economic  model 
with  a  logarithmic  dependent  cannot  be  interpreted  as  a 
percentage  change.    Halvorsen  and  Palmquist  (1980)  have  shown 
that  if  the  coefficient  on  the  dummy  is  positive  (negative) ,  the 
strict  percentage  interpretation  is  biased  downward  (upward) .  in 
the  discussion  below,  the  Halvorsen-Palmquist  adjustments  have 
been  made  in  interpreting  the  dummy  coefficients. 
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Th«  first  cost  function  analysis  estimated  costs  based  on 
th.  .ntir.  sample  of  providers,    output  was  delineated  into  four 
types:    emergency  AI^  (EALS, ,  emergency  BLS  (EBLS) ,  nonemergency 
ALS  (NEALS)  and  nonemergency  BLS  (NEBLS)  calls.    Except  for 
nonemergency  ALS,  all  of  the  outputs  had  the  expected  plus 
minus,  plus  signs  for  the  level,  square  and  cube  of  output'  The 
smallest  level  of  output  in  the  whole  sample  is  nonemergency  ALS 
The  t-ratios  were  generally  small  (near  unity)  with  the  whole 
sample,  and  the  average  increasing  costs  (AIC)  estimates  averaged 
$80  to  $90,  while  the  marginal  costs  (MC)  estimates  were  $50  to 
$60. 


This  model  assumes  that  the  slope  coefficients  for  Yi  are 
the  same  across  provider  types  and  by  location.    To  test  this 
hypothesis,  the  cost  function  was  tested  with  a  subset  of  the 
sample  for  each  provider  type  and  for  urban  and  rural  providers. 
For  each  category,  a  number  of  specifications  were  estimated. 
They  included  (1)  Emergency  ALS  and  BLS,   (2)  total  emergency' (TE) 
and  total  nonemergency  (TNE) ,   (3)     Emergency  ALS  and  BLS,  and 
TNE,  and  (4)  both  Emergency  and  Nonemergency  ALS  and  BLS.  The 
models  reported  below  are  typical  of  the  results  found.  These 
findings  indicated  that  the  output  slope  coefficients  did  vary 
across  ownership  types  and  location,    in  addition,  th«  cost 
functions  generally  behaved  as  expected,  i.e.  in  nearly  every 
case  the  total  costs  are  increasing  in  output,  and  the  hypothesis 
that  the  sum  of  the  input  prices  equaled  unity  could  not  be 
rejected  (using  an  F  test) . 


Sample  Waig^i^^ng 


The  Survey  of  Aabulance  Providers  used  a  stratified,  random 
survey  design  where  ambulance  providers  from  different  states 
were  sampled  at  different  rates.     In  specifying  regression 
models,  the  issue  about  sample  weighting  to  produce  best,  linear, 
unbiased  estimates  (BLUE)  of  the  regression  coefficients  arose. 
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When  producing  estimates  of  the  population  means,  the  use  of 
sample  weights  I3  essential  to  avoid  bias.    However,  the  validity 
of  using  sample  weights  to  estimate  a  behavioral  relationship  has 
been  disputed  in  the  literature  (Porter,  1973). 

If  ambulance  providers  responded  in  a  similar  fashion  to 
exogenous  factors  (such  as  input  prices  and  response  time 
requirements) ,  the  coefficients  from  the  regression  equation 
would  be  BLUE  and  sample  weights  would  be  irrelevant.  However, 
it  is  likely  that  exogenous  factors,  not  adequately  measured  in 
the  equation  (such  as  variations  in  the  regulation  of  the 
industry),  produce  differing  behavioral  responses  across  states. 
The  use  of  state  dummies  in  the  models  allows  the  underlying 
behavioral  relationship  to  differ  across  states  and  still 
produces  unbiased  estimates.    Cohen  (1986)  has  shown  that  the  use 
of  data  from  a  stratified  sample,  without  sample  weights,  can 
affect  the  standard  errors  of  the  regression  coefficients. 
Techniques  (such  as  SURREGR)  have  been  developed  to  adjust 
standard  errors  (Cohen,  et.  al.,  1988).    As  this  would  not  have 
affected  the  cost  forecasts,  we  have  not  used  this  technique. 

However,  population  means  were  used  to  derive  the  marginal 
and  average  incremental  cost  estimates  for  the  "typical" 
ambulance  firm  (as  explained  in  more  detail  below) .    To  derive 
cost  estimates,  population  means  were  weighted  by  the  inverse 
probability  of  being  selected  into  the  sample  (the  number  of 
respondents  divided  by  the  number  of  ambulance  providers  in  the 
state).    Thm  weights  used  for  the  analyses  were  as  follows: 
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Table  p-i 
Saaple  Weights  Used  By  state 


HasDondents 

Universe 

WeiQh<; 

Massachusetts 

60 

300 

5.00 

Michigan 

61 

369 

6.05 

Texas 

46 

836 

18.17 

California 

45 

365 

8.11 

A.      GovezTunent  Providers 

Table  F-2  shows  the  estiaates  of  the  cost  function  for 
govemaent  providers.    There  are  three  types  of  output  included- 
EALS,  EBLS,  and  TNE.     Both  EALS  and  EBLS  have  the  positive 
negative  and  positive  signs  as  expected.    The  TNZ  measure  is  not 
significant.    The  .ean  level  of  TNZ  is  only  150  calls  (see  Table 
F-3),  which  is  2.1  percent  of  the  total  calls  by  government 
providers.    The  two  input  price  parameters  (W  and  prk)  sum  to 
1.06,  which  is  not  significantly  different  from  unity.  Urban 
government  provider,  pay  56  percent  more  in  total  cost  than  rural 
government  providers,  holding  output,  input  prices,  and  the 
included  cluracteristics  constant.    The  state  dummy  variables 
show  that  NmmMchusetts  and  Texas  have  52  percent  and  30  percent 
lower  total  coats,  other  things  constant,  than  Michigan  (the 
omitted  state) .    Government  providers  with  mandated  response 
times  have  lower  total  costs,  cet.  par.    A  lo  percent  increase  in 
the  share  of  providers  with  mandated  response  times  leads  to  a  3i 
percent  reduction  in  total  costs.    NT  represents  the  total 
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specified  with  TE  and  TNE  as  the  outputs,     m  addition,  the 
specification  va«  augmented  with  the  percent  of  private  calls 
that  were  emergency  ALS  (EALS)  and  BLS  (EBLS) .    a  lo  percent 
increase  in  EAI^  lead  to  an  11.92  percent  increase  in  total 
costs.    The  wage  coefficient  of  .688  was  the  largest  wage 
coefficient  of  any  model  estimated.     The  elasticity  of  garages 
was  .43,  i.e.  a  50  percent  increase  in  the  number  of  garages 
(which  averages  1.95  in  the  private  subsample)  lead  to  a  21.5 
percent  increase  in  total  costs.    This  was  consistent  with  the 
finding  that  private  firm,  operate  on  the  declining  portion  of 
their  average  and  marginal  cost  curves.    The  calculation  of  AIC 
and  MC  in  Table  4-16  for  EALS  and  EBLS  reflect  the  impact  of  the 
PEALS  and  PEBLS  parameters. 


C.    Volunteer  Providers 


The  cost  function  estimate  for  volunteers  is  shown  in  Table 
F-6.    Nearly  all  of  the  volunteer  output  is  emergency  BLS.  sinci 
the  other  output  categories  are  so  small,  all  calls  were  lumped 
together  and  a  single  product  cost  function  was  estimated.  The 
other  unique  factor  for  volunteer  providers  was  that,  by 
definition,  they  do  not  pay  their  workers  that  directly  service 
customers.    Consequently,  a  wage  variable  was  omitted  from  the 
cost  function. 


This  volunteer  cost  function  shows  the  traditional  U-shaped 
average  and  marginal  costs.    Urban  volunteer  providers  have  total 
costs  that  mrm  89  percent  higher  than  their  rural  counterparts, 
holding  l«v«l  of  output,  the  price  of  capital,  and  measured 
characteristics  constant.    California  volunteers  have  148  percent 
higher  total  coats  than  Michigan,  while  Texas  has  59  percent 
lower  total  costs  than  Michigan,  other  things  constant. 
Mandating  response  times  for  volunteer  providers  has  nearly  twice 
the  impact  as  it  had  with  government  providers.  Unlike 
government  and  private  providers,  distance  traveled  per  call  is 
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significantly  related  to  total  costs  for  volunteers.  The 
elasticity  is  .2.2,  thus  an  increase  in  miles  traveled  per  call  of 
10  percent  would  be  associated  with  a  3.2  percent  increase  in 
total  costs.    The  average  miles  traveled  per  call  equalled  4i. 


D.    Urban  Providers 


The  urban  cost  functions  estimates  are  presented  in  Table  f- 
8.    The  two  outputs  used  in  the  model  are  total  ALS  (TALS)  and 
total  BLS  (TBLS) .    While  the  model  is  well-behaved  in  that  total 
costs  are  increasing  in  output  and  the  marginal  and  average  cost 
curves  are  U-shaped,  the  input  prices  barely  conform  to  the 
linear  homogeneity  proposition  required  by  economic  theory. 
Moreover,  very  few  of  the  independent  variables  are  significant. 
Volunteer  providers  have  65  percent  lower  costs  than  all  other 
providers  (the  omitted  ownership  category) .     Employing  another 
garage  would  involve  a  43  percent  increase  in  costs  on  average 
(the  mean  number  was  2.4),  which  would  lead  to  a  12.9  percent 
increase  in  total  costs. 


E.    Rural  Providers 


The  estimates  of  the  rural  provider  cost  function  are  shown 
in  Table  F-IO.    The  model  is  well  behaved,  except  that  the  TNE 
parameters  are  not  significant.    The  wage  elasticity  is  the 
lowest  of  any  model  because  over  one-third  of  the  rural  providers 
are  volunteers,  who  have  a  zero  wage  (in  the  model,  volunteers 
are  given  «  noainal  wage  of  unity,  since  the  natural  log  of  unity 
is  zero,  sad  wage  is  always  measured  in  natural  logs) .  The 
distance  elasticity  is  positive,  as  found  with  volunteers. 
Unlilce  previous  results,  an  increase  in  the  percent  of 
nontransport  calls  leads  to  an  increase  in  total  costs,  although 
the  parameter  on  PCTNT  merely  approaches  significance. 


Conclusion 


In  every  cost  function,  output,  input  prices  and 
characteristics  explained  over  three-fourths  of  the  variation  in 
total  costs.     For  each  of  the  ownership  types  and  locational 
models,  response  tines  and  age  of  firm  were  never  significant. 
Although  not  shown  here,  having  air  transport  capability  had  no 
relationship  to  total  costs.     The  accounting  variable  was  always 
positive  and  sometimes  significant.    Which  implies  that  firms  not 
using  accounting  data  to  answer  the  questionnaire  might 
underestimate  actual  costs. 
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Table  F-2 

Co«t  Pupction  EstlBates  for  Governaent  Providers 


Variable 

Constant 

EALS 
EALS2 

FALS3 

EBLS 
EBLS2 

EBLS  3 

TNE 

TNe2 

TNE  3 

InW 

InPrJc 

Urb 

Ca 

Ma 

Tx 

Res 

Man 

InAge 

InOis 

InGar 

NT 

Acct 


98 


Parameter 

5.59 
.0012446 
-1.45-07 
1.80-12 
.0005593 
-3.1-08 
6.9-13 
.000218 
4.37-07 
-3.87-10 
.449 
.611 
.440 
.151 
-.691 
-.340 
-.014 
-.355 
-.015 
-.079 
-.112 
-.000394 
.212 


AbSQlute  Value  of  ^  p^^^^ 


n  « 

r2  -  .8416 

F  (W+Pr3c-l)-.2063,  Prob  >  P  - 


8.66 
4.32 
2.40 
1.47 


3 
3 

2. 


.30 
.03 
.94 
.16 
.19 
.44 
,69 
.44 
.02 
56 
35 
56 
.66 
1.68 
.15 
1.01 
.59 
2.53 
1.32 


3 

7, 
2. 

3. 
1. 


.6510 


Table  F-3 

weighted  Iteans  ^  standard  Deviations  for  Govemaent  Providers 

(n»98) 

Variable  Mean  §11 

I5?LS  2,470  30,216 

150  1,130 
J"™  1.781  1.781 

InPRK  8.843 
URB 

.133 

HA 


4.145 

.408  1.455 
1.007 


.212  1.210 
1.478 


TX  .470 

6.116  12.527 

.227  1.240 

InACE                              2.588  2.309 

InDIS                              3.220  3.888 

InCAR                                .483  2.414 

NT                                   3,708  51,700 

JCCT                                  .525  1.479 

InCOST                           11.89  5.890 


_    .  -  Table  P-4 

cost  Function  Estimates  for  Private  Providers 


Variabl«> 

Constant 

TE 

Te2 

TE^ 

TNE 

TNe2 

nte3 

InW 

InPRK 

URB 

CA 

MA 

TX 

RES 

KAN 

InAGE 

InOIS 

InGAR 

NT 

ACCT 
EALS 
EBLS 


Paranel^«r 

5.2370 
.0001813 
-5.02-09 
5.42-14 
.0002498 
-7.93-09 
5.68-14 
.688 
.422 
.289 
.792 
.461 
.333 
-0.022 
.146 
.031 
-.025 
.431 
-.000106 
.306 
1.192 
.503 


AbSfflUtf*  Valua  of  ip  p>> 


3.03 
3.11 
1.69 
1.78 
3.31 
2.83 
2.63 
1.47 
2.78 
.93 
2.49 
1.16 
.89 
.57 
.57 
.33 
.37 
1.81 
1.48 
1.22 
1.91 
.77 
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R2  »  .8183 

F(w+PrJc-l)-.0639,  Prob>  F-.8021 


e 


Table  F-5 

weighted  Means  and  Standard  Deviations  for  Private  Providers 
™f  .  32,358 


InW  41,312 

InMK  ^-"^  1-217 

A!»?^  9.563  2.581 

.659  1.501 
•373  1.532 
.058  .737 
.453  1.576 
7.666  10.535 
•530  1.580 

3.379 
3.514 
2.664 


URB 

CA 

MA 

TX 

RES 

MAN 


InAGE  2 . 159 

InDIS  3.542 

InGAR  . 675 

Vcf^  2'"'  22,021 

iS5T  •655  1.505 

fiiSe^  1-256 

InCOST  13.121  5.751 


4 


—  Table  P-6 

Cost  function  Estiaates  for  Volunteer  Providers 


Variable 
Constant 

k 

InPRK 

URB 

CA 

MA 

TX 

RES 

MAN 

InAGE 

InOIS 

InGAR 

PCTNT 

ACCT 


Parameter 

4.52 
.003379 
-.0000013 
1.73-10 
.407 
6.29 
.902 
-.164 
-.836 
.071 
-.653 
-.071 
.32 
-.091 
-.314 
.51 


Absolute  Value  of  ^  p^^^^ 


5.06 
2.79 
1.15 

.70 
6.83 
2.16 
2.98 

.50 
4.46 
2.45 
2.98 

.32 
2.68 

.30 
1.13 
2.54 


n«50 


R2-.7769 


Table  p-7 

Wighfd  Means  and  Standard  Deviations  for  Volunteer  Provider 
Yariabig  Mean  SD 


1.205 
.566 


InPRV  -  2,158 

u5l  8.011  3.993 

S  .160 

2i  -Ofifi  .817 

RES  1-566 

mIS  11-924 

InACE  1-286 

iSSfl  ^-"^  1-584 

-235 
.516 

InCOST  9.934 


.985 
.958 
1.643 
4.455 


Table  P-8 

CoatbPunctlon  EatiMtes  for  Urban  Providers 


Variable 

Constant 

TALS 
TALS2 

TALS  3 

TBLS 
TBLS2 
TBLS  3 

Inw 

InPRX 

CA 

MA 

TX 

RES 

MAN 

In  AGE 

In  OIS 

In  GAR 

NT 

ACCT 
PRIV 
GOV 
VOL 


Parameter 

7.3773 
.0002617 
-1.01-08 
1.24-lj 
.0001502 
-4.53-09 
3.53-14 
.091 
.521 
.403 
.064 
-.040 
.003 
-.152 
.113 
-.088 
.277 
3.9-07 
.10 
-.323 
-.224 
-1.142 


Absolute  Value  «f  ^  p^^^^ 


5.82 
3.70 
2.35 
1.93 
3.01 
1.90 
1.47 
.39 
4.34 
1.34 
.19 
.13 
.14 
.74 
1.01 
.77 
1.86 
.04 
.59 
.86 
.80 
2.43 


83 


r2  -.7773 

r(w+Prlc-l)  -  2.4097,  Prob>F-.1258 


Table  P-9 

weighted  Means  and  Standard  Deviations  for  Urban  Providers 

Variable  Mean  gp 

l^ii  3,728  29,336 

ll^  5,654  42,644 

inw  2.000 

InPRK  9.708 

™  .497 

RES  6.941 
MAN  .465 

InAGE  2.420 

InDIS  3.038 

InGAR  .878   ^ 

?™  57,963 
ACCT  .576  1  548 

pRiv  .427  i  II; 

.431  lissi 
.105  .962 
^nCOST  13.369  5.130 


1.933 
2.504 
1.410 
1.055 
1.566 
12.355 
1.562 
2.961 
3.663 
2.918 


Table  P-io 

Co.tr  Function  Estimates  for  Rural  Providers 


Variable 

Constant 

EALS 

EALS2 

EALS  3 

EBLS 

EBLS2 
EBLS  3 

TNE 
TNE^ 

tme3 

InW 

InPRX 

PRIV 

GOV 

VOL 

CA 

MA 

TX 

RES 

MAN 

InAGE 

InOIS 

InGAR 

PCTNT 

ACCT 


Paranefr 

4.23 
.002409 
-.0000019 
4.46-10 
.002773 
-.0000015 
1.17-10 
.000794 
-8.0-07 
3.99-10 
.207 
.632 
-.263 
.074 
-.162 
.239 
-.426 
-.336 
.OOS 
-.158 
-.093 
.148 
.408 
.327 
.274 


Abgqlute  Value  of  ^  p^^^^ 


7.79 
1.66 
.83 
.57 
3.48 
2.01 
.87 
.60 
.38 
.49 
2.01 
9.85 
.87 
.26 
.51 
.93 
1.76 
2.05 
.31 
1.89 
1.19 
1.89 
1.89 
1.11 
1.78 


n-129 


R2  -.  7950 

F(w-^PrJc-i) -1.9155,  Prob>r-.i693 


W.i..t^  Means  and  StanJ^^^^^^^^^^^^  ^^^^^^ 


TEALS 


TEBLS  886 
TNE  2,065 
InW  ™  393 


InPRK  'III  2.959 

Priv  3-952 

GOV  1.087 

VOL  i.504 

CA  •?,!  1.473 

HA  .976 

TX  •Jj^  1.012 

RES  1.521 

MAN  12.546 

InAGE  2  497  ^-"0 

DIS  2.485 

GAR  ^-71?  3.146 

PCTNT  '11^  -941 

ACCT  'III  -824 

COST  10  5?5 

10.573  4.920 


j  CMS  Library 
C2-07-13 

7500  Socurity  Blvd. 
;;-)itlmore,  Man/tepfi  21244 
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